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“CROQUET ON THE LAWN,’ 


> by Haddon Sundblom, Number 20 in the series ““Home Life in America,” by noted s:aierican iilustrators, 













Deer belongs. .-€nfoy it 


In this home-loving land of ours... in this America of kindli- 


ness, of friendship, of good-humored tolerance . .. perhaps no 


beverages are more “at home” on more occasions than good Pow 
. ‘ , 4 
American beer and ale. .) 
; | my 
+ ° ° P ° ° 4% ime »* we 
} For beer is the kind of beverage Americans like. It belongs— vy cB 
to pleasant living, to good fellowship, to sensible moderation. er 4 


And our right to enjoy it, this too belongs—to our American 


heritage of personal freedom. 


BEER AND ALE—AMERICA’S BEVERAGES OF MODERATION 
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A typical example of B. F. Goodrich improvement in tires 


a years, B. F.Goodrich engineers 
worked to cut down the waste 
caused by internal bruises, ply separa- 
tion and blow-outs in truck tires. 

Now truck owners can get the pro- 
ection of a nylon shock shield in 
‘ery large size B.F.Goodrich truck 
te (size 8.25 and up). 

Thousands of truck operators have 
tow had experience with this new 
ype tire. For example. Gillezte Motor 
Transport. Inc., 0° Dailas. Texas, 


Operators of abou: 20% hicawav units, 


started using these tires a year ago. 
They expect to get 50.000 to 60.000 
miles on driving wheels and much 
more on trailer wheels. 


Nvlon shock shields absorb the im- 
pacts, protect the ravon cord body. 
Truck owners get a four-way saving: 
(1) Average tire mileage is increased. 
(2) Tires have greater resistance to 
bruising. (3) There’s less danger of 
tread separation. (4) A greater num- 
ber of tires can be recapped. 

The development of truck tires with 





Nylon shock shield boosts 
truck tire mileage 


a nylon shock shield is typical of the 
constant improvement being made in 
all types of tires by B.F. Goodrich. 
Remember, only from B.F.Goodrich 
can you get truck tires built with 
nylon shock shields. This costly de- 
velopment costs you nothing extra. 
The B.F.Goodrich Company, Akron, 
Ohio. 


Tach Ts, 
B.F. Goodrich 
























































WEAKNESSES OF RUSSIA..............P. 11 
Isolationism now is the policy of the So- 
viet Union. Russian citizens are kept at 
home by one means or another. Visitors 
to Russia are discouraged. Foreigners 
are hemmed in. However, desertions, 
discontent and disloyalty show up de- 
spite harsh restrictions. This article 
shows how much Russia opposes inter- 
nationalism. 


TE AAAI RINT .........s.cesecesecsecsess P.13 
Clash of dictators shows up sore spots 
in the Soviet system. Yugoslavia’s Mar- 
shal Tito wants to use his own judgment 
in matters of policy. Premier Stalin wants 
to whip him into line. Showdown is like- 
ly to come along soon. 


FBI‘S ANTI-SPY EVIDENCE....... sonia OO 
Federal Bureau of Investigation, the 
nation’s top investigative service, is not 
in on the current spy hunt. All FBI ma- 
terial on this subject is being withheld 
from the present Congress. New Con- 
gress may make an effort to have this 
policy changed. 


Pier ee Crt THE MIOVE.........0.c000005: P. iF 
Americans are not exactly nomadic, yet 
U.S. population is shifting constantly. 
Cities are growing bigger. Farming areas 
are losing out. Far West and Great Lakes 
areas are big gainers, while the indus- 
trial East is picking up, compared with 
wartime losses. 


EXTENT OF THE BOOM........ mane P. 20 
Inflation has pushed the economy to new 
heights. Profits are up. Prices are higher. 
Production is running strong. Here in 
graphic form is shown how much infla- 
tion has invaded the U. S. 


BUDGET: SHRINKING SURPLUS...... P27 
While Congress and the President argue 
over whether U. S. budget will come out 
in the red or black, this much is clear: 


News within the News 





The Government is on the verge of over- 
spending. A mysterious $3,000,000,000 
won't help next year, when the problem 
of balancing the budget will be faced 
again. 


CUBA’S SUGAR ILLG.............0....0... P. 22 
Sugar surplus, now on the horizon, wor- 
ries Cuban leaders. They foresee the pos- 
sibility of an end to their present boom. 
So they are getting ready to push a pro- 
gram of diversified crops, a cut in acre- 
age for sugar and more encouragement 
to U.S. tourists. ~ 


PERIL OF MALAY UNREST.............. P. 24 
Jungle warfare in Malaya is threatening 
the U. S. Night raiders are upsetting pro- 
duction of rubber and tin, just when 
hope of a return to normal seemed justi- 
fied. Back of the turmoil: Communism. 


STRATEGY IN BERLIN.................... P. 26 
How we got into the mess in Berlin is 
explained in this article. In a simple, 


question-and-answer form, the rights and | 


objectives of the U.S. in the German 
capital city are outlined. 


BOT GE TOTTI... een cncsecessesnses PAGES: 
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In the past 35 years, the death rate from 


disease among children 1 


has been reduced more than 80°; 
accidents, in the home and out, are the lead- 
ing cause of death in childhood. In addition, 
thousands of children are temporarily or 





1. Burns cause most fatal home acci- 
dents. So it’s wise for parents to turn 
the handles of pots on a stove so they 
can’t be reached, to keep matches in 
a safe place, and to place a sturdy 
screen around a fireplace or heater. 





4, Safety in the streets is extremely 
important. Children should learn to 
cross only at crossings, to obey traffic 
lights, to look both ways before step- 
ping into the street, and to face traffic 
if they have to walk on a road. 


‘Sere, 





Parents can also be helpful in pro- 
tecting their children by setting a good 
example and by showing them safe 
ways to work and play. If your child 


accidents, it may be wise to consult 
your doctor. Sometimes accidents may 
be caused by physical or mental con- 
ditions which he can help correct. 

To help protect your child, send for 
Metropolitan’s free booklet, 98-K, 
“Help Your Child to Safety.” 











seems to have more than his share of 





to 14 years of age 
. Today, 





2. Falls head the list of serious non- 
fatal accidents. Parents can help pre- 
vent falls by providing a storage place 
for toys, so that they won’t be left on 
the stairs, or floor. Windows should 
be guarded, and halls well lighted. 





5. Bicycle riding can be much safer 
if children know and obey such rules 
as keeping to the right and signaling 
for turns. Parents should be sure the 
bicycle has good brakes, a warning 
bell, a front light and rear reflector. 
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permanently crippled by accidents each year. 
Fortunately, many accidents can be pre- 
vented. Parents can do most to guard their 
children’s health and happiness by removing 
possible causes of accidents, and by estab- 
lishing common-sense rules of safety. 





3. Check your home for other ways to 
make it accident-proof. Try to keep 
poisons, knives, scissors, guns and am- 
munition where young children can’t 
reach them. Electric cords should al- 
ways be in a safe condition. 





6. Drowning accounts for many acci- 
dental deaths. That’s why a grownup 
should be present whenever children 
are playing in or near the water. 
In winter, parents should check ice 
conditions where children skate. 





TO EMPLOYERS: 


Your employees will benefit 
from understanding these im- 
portant facts about protecting 
their children from accidents. 
Metropolitan will gladly 
send you enlarged copies of this 
advertisement—suitable for 
use on your bulletin boards. 








Sag, 
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TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE— KEEP IT! 
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IMPROVED 


AMERICANS, 


FLOOR MACHINE 


Now... new safety and new 
labor-saving features...in the 
new Improved American De- 
luxe Floor Maintenance Ma- 
chine! Ideal for keeping factory 
and office floors cleaner and 
safer! 


Safety... new Safety-Grip 
Handle—easy to control with 
either or both hands. Merely 
grip the handles to get positive 
“off-on”’ action. Machine runs 
only when you want it—won’t 
start accidentally when 
plugged in. 


Fower... has big power 


ample for any floor maintenance 
operation. Maintains full 
power and brush speed on the 
smoothest to the most rugged 
floors. Write for literature and 
prices or FREE demonstration. 
The American Floor Surfacing 
Machine Co., 517 So. St. Clair 
St., Toledo 3, Ohio. 


sd 


Attachments to maintain all 
kinds of floors include: 
Tampico, Mixed Fibre, 
Palmetto, Bassine, Wire, Steel 
Wool, Burnishing and Sanding 
discs. —13, 15 and 17 inch. 


American 


FLOOR MAINTENANCE MACHINES 








The campaign. President Truman re- 
laxing on shipboard this week, resting 
and planning speeches before opening 
the campaign in Michigan on Labor Day 
. .. The President, gay at a press con- 
ference before leaving, being asked what 
he thought of Governor Dewey, Republi- 
can nominee .. . Mr. Truman’s grinning 
reply that he liked him personally. 

A foreign-affairs tiff . . . Mr. Dewey 
telling an Italian-American group Italy 
should have control over former colonies 
in Africa... Mr. Truman jabbing back 
that the question is not one for political 
discussion . . . Mr. Dewey insisting that 
he intends to speak out on world affairs. 

A budget row . . . Mr. Truman an- 
nouncing a prospective deficit of $1,545,- 
000,000 for this fiscal year, blaming it on 
Republican tax cutting . . . Republican 
spokesmen blaming Mr. Truman’s deficit 
on Democratic spending. 

Mr. Dewey in a long session with 
Governor Earl Warren, of California, and 


their campaign-strategy board . . . Mr. 
Waren taking a full and active part in 
the campaign . . . Governor Warren at a 


glittering Chicago dinner in his honor, 
hammering on the Democratic factional 
split, saying that so divided a party could 
not bring unity to the country. 

Mr. Truman planning to be on the road 
most of the time from mid-September to 
election day, with speeches in every sec- 
tion of the country . . . Senator Alben W. 
Barkley being kissed by two pretty girls 
at the Illinois State Fair . . . The Senator 
predicting that American farmers will 
not be so “ungrateful” to their Demo- 
cratic “benefactors” as to go Republican 
this autumn. 


World affairs. Secretary of State 
George C. Marshall, usually placid, grow- 
ing indignant at Russian charges that 
the refugee Russian schoolteachers were 
kidnapped . . . Excited comings and go- 
ings at the State Department; Russian 
diplomats arriving, conferring, stonily 
departing . . . Mr. Marshall bluntly re- 






\ 





GOVERNORS DEWEY & WARREN WITH CAMPAIGN STRATEGY BOARD 
... kind words for Italians; jibes for Democrats 


The March of the News___ 


fusing to give the schoolteachers ove 
to the Russians. 

The 27th implacable Russian veto at 
the United Nations, preventing the ad. 
mission of Ceylon . . . The United States 
voting “no” on the new Soviet-dictated 
Danube pact, while England and Franee 
move to the side lines and refrain from 
voting at all. . . More Moscow meeting 
on the German situation . . . The U.$ 
Army warning that the country is fy 
behind other major powers in develop. 
ing an international spy and intelligence 
organization. 


Spies. President Truman and his aides 
developing their own legislation to com. 
bat Russian espionage . . . Mr. Truman 
hotly asserting that congressional com. 
mittee hearings on the subject have in. 
fringed basic American liberties 
Senator Homer Ferguson saying it isn’t so, 
Excitement and argument over the 
Alger Hiss-Whittaker Chambers dispute 
.. . The House Un-American Activities 


‘Committee claiming a great victory in 


Mr. Hiss’s final concession that he knew 
Mr. Chambers, but under another name 
... Mr. Chambers consenting, Mr. Hiss 
declining to submit to the verdict of a 
lie detector. 

The dramatic death of Harry D. 
White, former Assistant Secretary of the 
Treasury, a few days after being accused 
and denying, before the Committee, that 
he helped a Communist spy ring . . . The 
Committee announcing that new hear- 
ings later would bring even more airrest- 
ing disclosures than in the past. 


Labor. Maurice J. Tobin, the handsome, 
confident new Secretary of Labor, urging 
repeal of the Taft-Hartley Act . . . Presi- 
dent Truman declaring an impending 
East Coast dock strike a threat to national 
health and safety so that Taft-Hartley 
restraints may be applied . . . Concem 
over a workmen’s “vacation,” stalling 
construction activities at the Los Alamos 
atomic-energy project. 
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and worthy of you. 


2 They /ast longer... you'll get years—yes, 





a lifetime of good-will value. 


3. They'll cost only a little, if any more— 
and Allegheny Metal /s available now! 
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Complete technical and fabricating data—engineering help, too—yours for the asking. 


| STEEL CORPORATION 
ind Leading Froducer yf Hainless Heel in ACe Pome 
i; Pittsburgh, Penna. .. . Offices in Principal Cities 

RD | Allegheny nom is eecsate by - Jos. T. Ryerson & Son, inc., Warehouses 
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The high cost of living has us all 











































in the uneasy seat! 


Business dislikes the high cost of living 
as much as you do. For fewer people buy 
when prices are too high. 


At National Dairy we do everything 
possible to keep prices down and qual 
ity up. Each month our key men sit 
down at a “round table’”’ to exchange 
ideas on how to increase efficiency and 
improve products. The aim is top qual- 
ity at lowest possible price. 


Here are some figures which show how 
milk prices compare with food prices, 
from 1939 to 1948: 


Increase in cost of food ... . 116% 
Increase in cost of fluid milk . . 78% 


Notice that milk has not increased nearly 
so much as the average of other foods. 
Our profit from all of our milk divisions 
averaged less than % cent per quart sold 
in 1947—far less than the public thinks 
business makes—and much less than the 
average profit in the food industry. 


When you buy milk—nature’s most 
nearly perfect food—you get more for 
your money than in anything else you 
eat. We guard the quality and flavor of 
milk and butter, cheese, ice cream and 
other products made from milk. And 
we make them available at the low- 
est possible prices to the greatest 
number of people. 





An impartial national survey shows 
that most Americans consider 10%- 
15% on sales a fair profit for business. 
Compared to this, the average profit 
in the food industry is less than 5%. 
And National Dairy’s profit in its 
milk divisions in 1947 was less than 2%. 











NATIONAL DAIRY 


PRODUCTS CORPORATION 
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You can be fairly sure of this much.when planning ahead: 
of living Business, in most lines, will continue active into 1949, at least. 
>ple buy Jobs will be plentiful, incomes rising, prices firm, trade active. 
Price trends will continue to be upward for many things, but with the rise 
sry thing much slower than it has been. Prices are approaching a plateau. 
1d qual: Money, as a result, will be worth a little less, but not much less. 
men sit The dollar, a year from now, probably will buy more food and clothing than 
xchange now, but maybe not as much in the way of housing or cars or other things. 
ney and Borrowed money is to cost a bit more. 
Pp qual- Inflation, boom, is continuing to run quite strongly. Deflation is not yet 
showing much in the way of strength. Even in grains and cotton, where there is 
10w how the prospect of surplus, prices are relatively stable at present levels of Gov- 
| prices, ernment support. Deflation isn't given a chance to show its stuff. 
. 1169, The boom appears to be underwritten into next year for these reasons: 
78%, Spending by Government, Federal, State and local, is in a sharp uptrend. 
Governments will spend about $37,000,000,000 cash on goods and services in 
d nearly the year ahead, against $30,000,000,000 in the year past. Cash outlays by the 
a Federal Government for all purposes, including goods and services, will be about 
oan $43,000,000,000, against $38,600,000,000 in the year past. . 
+ thinks Armament spending, about to move higher, will be inflationary, both by’ add- 
Pays ing dollars to the income stream and by taking goods from civilians. 
ry. Construction, too, is to continue at high level. Contracts assure that. 
rr Spending by individuals will reach record levels. Income available for 
iy spending is in a strongly rising trend, due mainly to wage rises. 
Ise you There is a virtual ceiling on output of goods. At the same time, incomes 
lavor of are continuing to rise in total. The result is the prospect of more inflation. 
am and 
k. And Even so, there are warning signs of a possible check to the boom in 1949, 
1e low- Interest rates are being allowed to harden a trifle. It is possible that 
reatest in 1949, after election, U.S. long-term bonds will be allowed to break par. 


Price rises are pinching more and more people. 
Building prices, in particular, are at a level that someday will result in 
=a] a check to demand. It takes more and more Government concessions to keep the 
building boom going. By 1949 the edge may be off demand at these prices. 

Farm-product prices are going to be difficult to hold if 1949 crops are big. 
Meat, poultry, eggs will be more plentiful by second half of 1949. 

Textile products are moving more slowly at the present price level. 

Wage rises next year will be resisted strongly. A fourth round of wage in- 
creases is less than a 50-50 prospect. In fact, it is improbable. 

The result is that the boom is to have another test in 1949, maybe by or 
around midyear. In 1947 and 1948, when tests came, inflation forces won out. 
In 1949, inflation will be much older. There will be fewer acute shortages. It 
is improbable that big new tax cuts, or big payments to veterans or more big 
grants of credit to housing will give inflation new support. It is probable, 
instead, that there will be a tightening of money once elections are past. 




















(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


Deflation, if it does take over in 1949, may be sharp, but not drastic. 
A Dewey Administration or a Truman Administration would move to ease the 
impact of deflation, would favor using Government power to prevent depression. 

Dewey probably will favor credit tightening to check the boom, but Dewey 
will not sit by without countermeasures if a broken boom collapses. 

Farm prices are going to be supported at some level. 

Wage rates will be maintained, in any setback, by strong unions. 

Spending by Government will remain high, with public housing probably to be 
pushed forward on a big scale when and if.deflation does get going. 

In other words, deflation may get the upper hand over inflation sometime 
next year. But deflation this time is unlikely to turn into depression except 
for those who lose their jobs. Deflation won't be allowed to run away. 











Draft prospect is nearing for those 19 through 24. First draft question- 
naires go out by September 7 to youths 19 and over. Drafting starts in November, 

Draft exemptions, however, will be numerous, broad in scope. You'll be 
fairly sure of exemption if you meet any of these tests: 

If you are married when called for classification and are supporting a 
wife. If you are Supporting a child, whether married or not, you're exempt. 

If you have someone other than wife or child dependent upon you. 

If you are in college, you're exempt till next May or June. If in ROTC 
training, advanced courses, you're exempt. You're exempt, too, if, before June 
24, you joined the National Guard or a recognized reserve where you take training. 

If you've had 90 days' wartime military service, you're exempt. Or, if 
you've had a year of service Since war, or if you've had 30 days’ service since 
the war and join a reserve component, you are exempt, too. 

If you have almost any technical skill, you probably will be exempt as a 
necessary man in industry. If you are a farmer, you stand to get exemption. 

Physical standards are to be high. If you wear glasses, there is a fair 
chance that you will be exempt. High standards are to be maintained. 

Exemptions are so broad that it may be difficult to fill the quotas that 
will be set. Those quotas themselves will be small. Draft, actually, is to 
serve as a means of forcing into service those young men who do not have any 
particular responsibilities and yet who do not voluntarily enlist. 

Draft is not going to cut deeply into ranks of youths who are bettering 
themselves through education or who have responsible jobs in industry. 























As a result of the continuing hunt for Communists in U.S. service: 

Left-wingers, in the period ahead, are likely to be wary of U.S. jobs. 

Economists, economic planners, with New Deal ideas will tend to slip into 
minor positions instead of holding top-ranking jobs as policy makers. 

Policy making, advice on policy, speech writing will tend to be done by 
bright young men who hold orthodox economic views, not by bright young men who 
dream of interesting ways to make things over the way they'd like them. 

Ideas of a left-wing type are going at a heavy discount just now. 











War scares are tending to subside again. War, as we've said all along, is 
not an imminent prospect. Moves short of war are to go on, with no real peace, 
but no real war either at this stage. Each side keeps testing the other, but 
each remains inclined to stop short of war in that test. 





To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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BETTER WEIGHT DISTRIBUTION 


By moving the front axle back, 
and the engine forward, more 
load is carried on the front axle, 
giving Dodge ‘“‘Job-Rated”’ trucks 
much better weight distribution, 
plus ability to haul more payload. 























MORE COiiFORT AND SAFETY 


1. Plenty of headroom. 2. Steer- 
ing wheel right in the driver’s 
lap. 3. Natural, adjustable back 
support. 4. Proper leg support. 
5. Chair-height seats. 6. 7-inch 
seat adjustment. 7. “‘Air-O-Ride”’ 
cushions, adjustable to weight of 
driver and road conditions. 
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CONVENTIONAL RIGHT TURN 


SHORTER TURNING DIAMETERS 


You can turn in much smaller 
circles, right and left, because 
Dodge ‘‘Job-Rated’”’ trucks have 
an ingenious new type of “‘cross- 
steering,” plus shorter wheelbases 
and wider tread front axles. 





WITH THE TRUCK THATS 


TO FIT YOUR JOB ! 





————— a we 








A truck that fits vour job saves money ... and 
lasts longer. It’s easy to see why. 


If your truck is too big, you waste gas and oil 
carrying unnecessary weight. If it’s too small, 
breakdowns run up excessive maintenance costs. 


There’s no need to drive expensive “misfits.” 
Go to your nearest Dodge dealer. Tell Kim 
what you haul, how much it weighs,.and where 
you haul it. He will then recommend a Dodge 
“‘Job-Rated”’ truck specifically engineered and 
built . .. to fit your job. 


Such a truck will have ‘‘Job-Rated”’ power... 
the right one of seven great truck engines. 


It will have exactly the right clutch, trans- 
mission, rear axle .. . and every other unit... 
to haul your loads over your roads. 


In all, there are 248 basic ‘“‘-Job-Rated”’ chassis 
and body models. They are engineered and 
built for gross vehicle weights up to 23,000 
pounds, and for gross tractor-trailer weights up 
to 40,000 pounds. Each is “‘-Job-Rated’’ for max- 
imum economy, typical Dodge. dependability. 
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FIT THE JOB. ..SAVE MONEY 
... LAST LONGER 
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—— ss when you operate all plants under 
one purchase agreement ; 
it 
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Texaco’s petroleum network of more than 2500 whole- 
sale distributing plants in the 48 states offers you un- H 
usual advantages. They are: Economies from uniform pro- to k 
duction. Reduced operating costs. Greater output. These keer 
benefits result from the uniform high quality of Texaco sane 
products, uniformly specified . . . the services of Texaco thou 
lubrication engineers . . . and the fast supply of petroleum Di 
products wherever you are in the United States. dow: 
start 


Benefit from this set-up by calling the nearest of more ne 
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than 2500 Texaco wholesale distributing plants or writing to 
The Texas Company, 135 East 42nd Street, New York 17, N.Y. R 
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Every pin represents one of more than 
2500 Texaco wholesa!e distributing plants, 
each an immedizte and convenient source of 
















supply for quality lubricants and fuels. 
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FEARS THAT MOLD SOVIET POLICY: 
WEAKNESSES IN CASE OF WAR 


Reported from LONDON, BERLIN and WASHINGTON 


Real story of Russia‘s troubles 
is breaking out into the open. It 
shows weakness, not strength, 
making Soviet policy. 

Harsh methods are necessary 
to keep Soviet citizens at home, 
keep foreigners out. But thou- 
sands have slipped out of Russia, 
thousands more want to. 

Disloyalty and discontent cut 
down chances that Moscow will 
start a war now. Trend, instead, 
is toward isolation. 


Russia, it is turning out, is leading 
from weakness, not strength, in her 
dealings with the West. Diplomats of 
the West are convinced that fear, not 
confidence, is the dominating force 
that now influences Russian leaders. 

All kinds of evidence are piling 
up to suggest that something is 


viet citizens, with the Soviet Government 
acting more and more sternly to keep 
them in line. 

Dissension among the Russians is 
showing up in many ways, with fear and 
suspicion widespread. 

Fear of the Government on the part 
of the Russian people is said to explain 
the desire of thousands to escape to lands 
where freedom prevails. 

Fear of the people on the part of the 
Russian rulers is declared to be equally 
great. During the war years, millions of 
Russians saw the material comforts en- 
joyed in other countries and realized for 
the first time how poor they were by com- 
parison. They began to question the 
wisdom and reliability of their leaders, 
who had assured them Russia was the 
“world’s most perfect democracy.” Now 
the Russian rulers are doing everything 
they can to prevent their people from 
rising in revolt. 

Fear of one another is manifested 
among Russians of all kinds. From the 
top down, the Russian system is described 


as based on fear. Every official, knowing 
that he is being watched by some other 
official, is said to be afraid to say or do 
anything that can be used against him. 
At the same time, every citizen is afraid 
that, if he is suspected of being disloyal 
to the regime, he will be sent to prison or 
to a labor camp. 

Thus, fear and suspicion, for centuries 
recognized as dominant aspects of Rus- 
sian life, now are being intensified. As a 
result, many Russians are seizing oppor- 
tunities to get away. 

Desertions by Soviet citizens, both 
military and civilian, are most numerous 
in Germany. Thousands have crossed the 
border from the Russian zone into the 
Western zones since the war’s end, and 
there still is a steady flow. Unofficial esti- 
mates are that 25,000 have entered the 
U.S. zone. Of these, about 8,000 have 
been detected by the Army and hundreds 
have been interrogated formally at some 
length. 

Most of the military deserters are en- 
listed men, but a number of them are 
officers. At least three have been 
colonels. Some are enticed by 





basically wrong inside Russia. Dras- 
tic measures are having to be taken 
by Russian secret police to keep 
Russian military men, scientists, 
schoolteachers and others from es- 
caping to the West. Even so, some- 
thing like an underground railway 
is operating to carry thousands of 
persons out of Russia and Russian- 
dominated areas. 

Families of Soviet officials in the 
U.S. and other countries are being 
sent home, where they will not be 
tempted to take on Western ways. 
Stafts of Soviet missions abroad are 
being cut. Within Russia, spy scares 
are being used as a means of dis- 
crediting all foreigners and foreign 
ideas, Artists, scientists, economists 
and writers are told to stress only 
approved Marxist doctrines. 

Refusal of Russian schoolteach- 
ts in this country to go back to 
Russia is only a part of the general 
pattern of what is going on. That 
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Western living standards, and de- 
sert rather than return to Russia 
when their tour of duty is ended. 
Others are political refugees, dis- 
illusioned with the Soviet regime 


and seeking Western freedoms. 
Still others flee punishment for 
crimes and misdemeanors. The 


largest number desert for love, 
marry German girls, and then settle 
down. 

The U.S. Army permits most of 
the deserters to live unmolested. 
Those suspected of being Russian 
agents, however, are watched 
closely. 

In recent months, not only Rus- 
sians but also citizens of satellite 
countries have been escaping to the 
West. Several of the Olympic ath- 
letes from Czechoslovakia and 
Hungary have announced they plan 
to stay in England. Many others 
have left their home countries 
secretly. 








pattern is one of widespread dis- 
content and disloyalty among So- 
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—Darling in New York Herald Tribune 


‘THE HOMING INSTINCT OF RUSSIAN PIGEONS’ 


Stringent controls are being 
adopted by the Soviet Government, 
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RUSSIAN SOLDIERS LOOK AT GERMANY 
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—U. S, Signal Corps 


... Western living standards are enticing 


therefore, in its effort to combat disaf- 
fection inside Soviet Russia and in satel- 
lite countries. 

Insulation of Russians from foreign- 
ers is to be made as nearly complete as 
possible, to prevent the Russians from 
coming under Western influence. 

The number of Russian officials in for- 
eign countries is being cut down. In the 
U.S., the reduction has amounted to 30 
per cent within the last year. Families of 
those who remain are being returned to 
Russia, and the schools for Russian chil- 
dren in New York and Washington have 
been closed. In Germany and Austria, 
Russian occupation troops are usually 
confined to well-guarded barracks, when 


RUSSIAN PEASANTS LEAVING GERMANY 
«.. home seems poor by comparison 


not on duty. Their families also have 
been returned to Russia. 

Inside Russia, a special decree forbids 
Soviet citizens to associate with for- 
eigners. Russian women who married for- 
eigners are not allowed to leave Russia. 
Foreign diplomats and correspondents are 
treated as if they were spies, and Rus- 
sians are discouraged from having any- 
thing to do with them. A special clinic 
for foreigners in Moscow keeps them 
from coming into contact with Russian 
hospital patients. Foreigners are seldom 
allowed to travel about in Russia. Scien- 
tists in Russia are discouraged from even 
writing to scientists in other countries. 

Foreign embassies are discouraged, by 














failure to provide housing, from expand. 
ing their personnel. Life for embassy em. 
ployes is made difficult through high 
hotel expenses, limitation of goods they 
can import without duty, and reduction 
in the number of rubles for which a dolla 
may be exchanged. Foreigners find it al. 
most impossible to pass a test for a driy. 
er’s license. 

Western ideas are combated by Rw. 
sia in every possible way. “Voice of Amer. 
ica” broadcasts are jammed, to keep them 
from being heard in Russia. The press, 
in printing news from U.S., gives much 
space to lynchings, evictions, strikes and 
unemployment, real or imaginary. In the 
Soviet theater, Americans are represented 
as scoundrels of various kinds. Soviet 
novels portray the supposed decadence of 
the West, and two of the most prominent 
novelists have been rebuked because their 
portrayals did not go far enough. 

Soviet musicians and artists are com- 
pelled to emphasize Marxist doctrines and 
to avoid “bourgeois tendencies.” Soviet 
geneticists and biologists are under orders 


“to teach and believe that environment is 


more important than heredity. A Soviet 
economist who said that capitalistic na- 
tions, by government intervention, might 
be able to avoid a depression for artother 
10 years has been demoted. 

The war is represented as having made 
the United States rich at the same time 
it made Russia poor. The U.S. is ac 
knowledged to be technically efficient, 
but far behind Russia in culture. 

In all these ways, attempts are be- 
ing made to keep Russians contented, no 
matter how great their privation. 

Other safeguards adopted by the 
Russian leaders are intended to strength- 
en Communism in Russia and elsewhere. 
Communist parties are being purged, to 
make sure that all members allowed to 
remain are both competent and loyal. 
Russian generals and admirals who won 
prominence during the war are relegated 
to the background and are given no op- 
portunity to lead a successful uprising. 

Altogether, Russia’s weaknesses are 
regarded by Western strategists as forcing 
her to pull back rather than allowing her 
to push out at this time. There is no evi- 
dence that she is building railroads or 
highways to prepare for invasion or 0¢- 
cupation of Western Europe. Instead, 
new industrial centers are being built 
east of the Ural Mountains, far from pos- 
sible attack. The increasing hostility to 
foreigners, the spy scares and the tighten- 
ing of controls are important tactics in 
Russia’s cold war with the West. But her 
new trend to isolation is viewed as hav- 
ing defense as its principal aim. And her 
leaders, fearful of revolt by disloyal ele- 
ments among their people, are held to be 
primarily concerned with the safety of 
their own position at home. 
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WHAT TITO-STALIN RIFT REVEALS 


Reported from BELGRADE, WARSAW, LONDON and WASHINGTON 


Tito split with Premier Stalin 
now is complete. Killing of a pro- 
Russian Army officer inside Yugo- 
slavia is the tip-off. 

Marshal Tito is defying Mos- 
cow, purging Soviet supporters, 
ruling a Russian satellite the way 
he wants, regardless of Stalin. 

Rift exposes sore spots in 
Soviet system, hurts Moscow’‘s 
“cold war” offensive. It is forcing 
a quick and final showdown be- 
tween dictators. 


Premier Joseph Stalin is having to 
tum aside from critical negotiations 
with the U.S. and the Western allies 
in order to patch up a weak spot in- 
side the Soviet empire. This weak 
spot is Yugoslavia, Russia’s southwest- 
em flank, in the region that Winston 
Churchill has called “the soft under- 
belly of Europe.” So long as the loy- 
alty of this flank is uncertain, any 
plans that Russia may have for mili- 
tary adventure are up in the air. 

Mr. Stalin’s efforts to whip Yugoslavia 
into line have failed, up to now. Rebukes 
and reprimands, delivered secretly over 
a period of months, have produced no 
results. Even a public blast by the as- 
sembled Communists of Europe, a rare 
thing in Communist circles, has failed 
either to unseat Marshal Josip Broz Tito, 
Prime Minister of Yugoslavia, or force 
him to apologize, or drive a wedge among 
his supporters. 

Showdown in this contest of dictators 
thus is about due. Stalin is not accus- 
tomed to tolerate insubordination or de- 
fance. Delay in forcing a showdown, 
moreover, allows unrest to spread to other 
parts of Eastern Europe, and gives West- 
em powers time to exploit this unex- 
pected weakness on Russia’s flank. 

Decisive steps by Stalin against Tito 
therefore may follow the international 
conference on navigation of the Danube. 
During this conference, it was to the in- 
terest of both Russia and Yugoslavia to 
preserve family harmony and to vote in 
tnison against the West. With the con- 
ference over, and the Westerners gone 
from Belgrade, it is easier for Stalin to 
Move against Tito. 


AUGUST 27, 1948 


It is this prospect of action by Stalin 
that makes it important to know exactly 
what the fight between Stalin and Tito is 
all about, what the real story of Yugo- 
slavia actually is. , 

Issue boils down to the question of 
who is to be boss in Yugoslavia—Tito or 
Stalin. This issue has not yet arisen so 
sharply or publicly in any other Soviet 
satellite. But in Yugoslavia the question 
has been growing in importance ever 
since the end of the war. The issue shows 
up in each of the charges that General- 
issimo Stalin hurls at Marshal Tito. 

Yugoslav planners, early in the game, 
erred by ignoring advice and assistance 
of planners sent from Moscow to help 
draw up a five-year plan. Tito’s idea was 
to come out with the biggest five-year 
plan yet, then push it over on a wave of 
popular enthusiasm. Moscow’s warning 
that Tito’s plan had toc much hoop-la in 
it, not enough detailed analysis, was dis- 
regarded. Result, Moscow complains, is 
that Tito has failed to build the industri- 
alized state that is required if Commu- 
nist control is to endure. A peasant state 
is hard to run with a firm hand. 

Farmers of Yugoslavia, moreover, are 
still about as far from the Soviet ideal 
of collectivization as ever. Kremlin’s in- 
structions to Tito to liquidate kulaks, the 
wealthier peasants, turn their land into 
state farms and then herd peasants into 
compulsory co-operatives, run from Bel- 
grade, have not been carried out. In- 
stead, Tito has permitted Yugoslav 
peasants—who comprise 80 per cent 
of the population—to farm as individ- 
uals, and through price manipulation 
has allowed them to make a_ better 
living than workers in industry. In de- 
fiance of Stalin, Tito is running the 
risk that the peasants will get to like 
the idea of making money. 

Communist Party isn’t organized and 
operated in Yugoslavia the way Stalin 
prefers, either. Tito insists on keeping a 
popular front, a mixture of Communists 
and non-Communists. He has not purged 
the non-Communists, or put the Commu- 
nist Party as such out in front, or drawn 
enough workers into the ranks. And party 
members who objected to the way Tito 
runs things have themselves been purged, 
even when they had influential friends in 
Moscow. 

Stalin's foreign policy, in addition, 
has often been ignored or even obstructed 
by Tito. By claiming Carinthia, a slice of 
Austria, Tito has complicated Russia’s 


problems in negotiating a peace treaty 
with Austria. By demanding that all 
of Trieste be given to Yugoslavia, 
Tito has made it awkward for Stalin 
to use Trieste as bait in deals with 
the big powers. By agitating for a new 
republic to include Macedonians of 
Yugoslavia, Bulgaria and Greece, Tito 
has further ignored Moscow’s orders 
on method and timing. 

Tito‘s Balkan scheme, a plan for 
uniting all the Balkan countries in a fed- 
eration run by Tito, particularly alarms 
Moscow. It runs counter to Stalin’s ulti- 
mate goal of tucking the Balkan states 
into the Soviet Union as republics. 

What Stalin planned to do in the Bal- 
kans was first to unify Yugoslavia and 
Bulgaria in a South Slav Federation, con- 
trolled by Moscow. This federation was 
to have been announced this autumn. 
What upset the scheme, however, was 
the inability of Stalin’s secret police to 
get control of Tito’s police and_ party 
organization. Premier Georgi Dimitrov, 
of Bulgaria, was ready to go along, if 
reluctantly, but Tito refused. It was this 
refusal that precipitated Stalin’s’ open 
break with Tito. 

By defying Stalin, Tito says in effect 
that Stalin’s word is not law outside of 
Russia proper, that satellites can act in- 
dependently and that Joseph Stalin, while 
a Soviet hero and great leader, is not in- 
fallible. This is something no other Euro- 
pean Communist has said and_ gotten 
away with. 

Tito’s gamble is that Stalin won't use 
the Soviet Army to unseat him, and that 
his Yugoslav support will be strong 
enough to withstand any lesser attack. 

Invasion by Stalin’s Army is dis- 
counted by Tito. Any use of Russian force 
on the scale necessary would alarm other 
satellites, stir up resistance, destroy the 
idea of satellite sovereignty and interfere 
with economic recovery throughout the 
Soviet sphere. 

Support for Tito within Yugoslavia is 
banked on. A former Chief of Staff who 
favored Stalin over Tito has been killed 
while trying to flee the country. The 
shooting shows Tito does not have 100 
per cent support in high places, but he 
is ready to suppress opposition with the 
most drastic means. 

Communist leadership in the provinces 
is being purged. A couple of dissenting 
Cabinet ministers have been removed. 
Tito controls the secret police. Most of 
the Army supports him. And the Yugo- 


13 














YS. News & World Report 








BALKAN FEDERATION: Marshal Tito 
dreams of uniting Yugoslavia, Bul- 
garia, Albania, but Premier Stalin 
frowns on any such rival to Soviet 
power in that area. 


MACEDONIA: Tito thinks all Mace- 
donians—in Bulgaria and Greece as 
well as in Yugoslavia—should be un- 
der his rule. Stalin dislikes satellite 
ambition. 


GREECE: Moscow blocked Yugoslav 
recognition of Greek rebel ‘“govern- 
ment,” apparently wanted to avoid 
charge of intervention. 


TRIESTE: Yugoslav demands for pos- 
session of city embarrass Soviet, which 
may want to use it again in bargain- 
ing with West. 


AUSTRIA: Russia, seeking full control 
when peace treaty is. written, ignores 
Tito’s demand for Austrian Carinthia. 


POPULAR FRONT: Tito rules through 
Communist Party, but with some help 
from other groups, has not obeyed 
Stalin’s orders to purge non-Com- 
munists in Government. 


COLLECTIVIZATION: Moscow feels 
Tito has been too slow to liquidate 
larger landowners, and to collectivize 
farms and industry. Tito replies that 
80% of Yugoslavs are farmers, that 
industry needs outside help, that, any- 
way, he’s only doing as Stalin did in 
1920s. 
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slav people, whether or not they like 
dictatorship, seem to prefer a Belgrade 
dictator to one sitting in Moscow. 

Risks Tito runs are considerable. There 
is always a chance that a Kremlin agent 
may succeed in shooting him. There are 
economic troubles in Yugoslavia that may 
boil up into crises, requiring help from 
outside. And there is every prospect that 
Stalin will put Yugoslavia under heavy 
pressure, do his utmost to turn Yugoslavs 
against Tito. 

Soviet offensive, in fact, is on now. 
Tito has been cut off from Rumanian and 
Albanian oil. Moscow agents are slipping 
into Yugoslavia, looking for trouble. A 
war of nerves, directed by Moscow, is 
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coming at Tito from all corners of the 
Soviet empire. 

Soviet failure to liquidate Tito, on 
the other hand, can be costly. 

Spread of “Titoism,” of independent 
thinking, is already a problem for Stalin. 
Bulgaria’s Dimitrov is inclined to be 
sulky, to lag in obeying Moscow. Presi- 
dent Klement Gottwald, of Czechoslo- 
vakia, seems unable to make all Czechs 
enthusiastic supporters of Stalin. In 
Poland, as elsewhere in Eastern Europe, 
Communist leaders have sbeen slow to 
collectivize peasants, reluctant to follow 
all of Stalin’s orders. If Tito goes un- 
punished, this tendency to put interests 
of a satellite country above those of 





the Kremlin may spread and_ become 
dangerous. 

Opportunity for the West, at the 
same time, grows brighter as the split be 
tween Tito and Stalin remains unhealed. 
The breach offers Western powers thei 
first big chance to exploit division i 
Stalin’s ranks, first by means of trade and 
propaganda, perhaps by other mean 
later. 

So it is Stalin’s turn to act in Yuge 
slavia, in his own interest. As a ruler with 
much military experience, he will m! 
overlook the danger of a weak flank. And 
until this spot can be strengthened, 
will be in no position to risk a maj 
conflict with other big powers. 


U. S. NEWS & WORLD REPO?! 





tec 











turne 
tivitie 
It t 





AUGUS 














poration 


become 


, at the 
- split be: 
inhealed 
vers their 
vision in 
rade and 
ry meals 


in Yug0- 
uler with 
will not 
ank, And 
ened, he 
a majo! 


) REPO 


U.S. News & Wold Report 





Ils FBI’s Anti-Spy Evidence Wasted? 


Use of Findings Optional in Loyalty Checks 


FBI, the Government's big de- 
tective agency, is taking a back 
seat in the current spy hunt. Its 
files of evidence are denied to 
Congress by White House order. 

Unlike European nations, this 
country has no secret police. Fed- 
eral agents are merely investiga- 
tors, with no power to make 
policy. What is done with their 
evidence is beyond their control. 


The role of J. Edgar Hoover's Fed- 
eral Bureau of Investigation in the 
hunt for Communists and fellow trav- 
elers is coming into question. Com- 
mittees of Congress, not the FBI, are 
giving the public its insight into Com- 
munist activities. 

The question is being raised as to 
whether the FBI is back of the expose 
by Congress. The answer is that, to date, 
it has not been. Congress has found this 
major source of information closed to it 
by White House order. At present, pres- 
sure is growing to get that order changed 
so that the country can have full light 
turned upon evidence of Communist ac- 
tivities in Government service. 

It turns out that the FBI is not a secret 
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police organization in the European 
sense of the word. Mr. Hoover and his 
agents dig into situations upon order of 
the Attorney General, who reports to the 
President. Once they have gathered evi- 
dence, the use made of that evidence 
again depends upon decisions of the 
Attorney General or of the head of some 
other Government agency that is af- 
fected, The decision can be to ignore the 
evidence or to use it as the basis for 
prosecution or as reason to fire a Gov- 
ernment worker from his job. 

Congress, to date, has been denied ac- 
cess to evidence gathered by the FBI con- 
cerning Communist activities of Govern- 
ment workers. Tom C. Clark, Attorney 
General, balked at permitting commit- 
tees of Congress to look at employ- 
ment records. Senator Homer Ferguson 
(Rep.), of Michigan, in turn is pressing 
for a change in that policy so that com- 
mittees of Congress can have more help 
in their search for persons who may carry 
on subversive activities while in Gov- 
ernment employ. Senator Ferguson is 
chairman of one such committee. 

The FBI itself, acting on instructions 
from above, is very active in gathering 
evidence of Communist activity, in and 
out of Government. Its evidence under- 
lies the indictment by a New York grand 
jury of 12 officials of the Communist 
Party on charges that they are carrying 
on subversive activities in this country. 

This grand jury, however, failed to in- 
dict any of the present or former Govern- 


ment employes now being mentioned in 
the congressional investigation. This 
failure has raised the question of how 
much evidence the FBI had gathered 
against these persons, and how much FBI 
evidence was presented to the grand jury 
by the Department of Justice. There have 
been complaints that the cases of the 
present and former Government em- 
ployes may have been softpedaled, while 
the known Communists outside of Gov- 
ernment were given rougher treatment. 

It turns out, too, that the grand jury 
investigating Communists did not ques- 
tion Whittaker Chambers, a senior editor 
of Time magazine and an admitted for- 
mer Communist, who named some of 
those now being investigated by Congress. 

It is the FBI that supplies information 
to departments of Government concern- 
ing employes supposed to be disloyal, 
or supposed to be members of subversive 
organizations. FBI reports, however, are 
not always acted upon. In some cases, 
persons named by FBI reports, or who 
are under investigation by FBI, have 
been given promotions or have been 
hired by other departments after infor- 
mation had been provided to depart- 
ments hiring them. 

Two examples are provided to show 
what sometimes happens when FBI re- 
ports or investigations are ignored. 

In a recent case, William Remington 
held three different jobs in the Govern- 
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ment where confidential information was 
available to him while he: was under in- 
vestigation by the FBI and the New York 
grand jury. This is the case that started 
the dispute between Attorney General 
Clark and Senator Ferguson. The Sen- 
ators committee wants access to em- 
ployment records, to see how much 
attention is being paid by department 
heads to charges that are under investi- 
gation by the FBI. Mr. Clark has re- 
fused to yield these records to the com- 
mittee on the ground that to do so would 
impair the Government’s own loyalty in- 
vestigations. 

In another case, the FBI was called 
upon to investigate charges against a 
Government employe, and submitted 
evidence that the man was a member of 
the Communist Party. 

The employing agency, however, con- 
ducted its own investigation and retained 
the man on the ground that he was a 
loyal and trusted employe. Later, the 
employe transferred to another agency. 
After working there a while, he resigned, 
with the announcement that he was tak- 
ing a job as organizer for the Communist 
Party. Subsequently, he was appointed to 
the party’s National Committee, one of 
the top Communist jobs in this country. 
Under party rules, no Communist can 
serve on the Committee unless he has 
been a member in good standing for at 
least four years. There were some red 
faces after that incident. 

The Government’s program of pro- 
tecting itself from disloyal employes 
stems from an executive order issued by 
President Truman in March, 1947. As 
long ago as May, 1942, the then Attorney 
General, Francis Biddle, held that the 
Communist Party believes in and advo- 
cates overthrow by foree and violence of 
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the Government of the United States. Mr. 
Truman held in his executive order that 
employment by the Government of dis- 
loyal or subversive persons constituted a 
threat to democratic processes. As a re- 
sult, loyalty tests now are made of all 
persons hired by the Government. 

The loyalty program, in aétual prac- 
tice, works out like this: 

Applicants for jobs are investigated 
by the Civil Service Commission or some 
other designated department or agency. 
Much of this work is delegated to the 
FBI. The idea is to bar from employment 
any person who could be considered dis- 
loyal by reason of sabotage or espionage; 
treason or sedition; favoring revolution 
by force to overthrow the Government; 
desire to serve a foreign government in- 
stead of the U. S. Government; or mem- 
bership in, affiliation with or sympathetic 
association with any organization desig- 
nated by the Attorney General as sub- 
versive, Fascist or Communist. 

Those already employed also are 
subject to investigation. Heads of de- 
partments and agencies are held respon- 
sible for retaining only loyal employes. 
They may appoint loyalty boards to hear 
testimony and make recommendations. 
Workers under suspicion are entitled to 
hearings and written notice. Two appeals 
are open to them if the loyalty board 
recommends that they be fired. First 
appeal is to the head of the department 
or agency. A second appeal may be made 
to the Loyalty Review Board of the Civil 
Service Commission, which is the su- 
preme court of the program. 

Some disloyal employes have 
turned up as a result of the thousands of 
investigations conducted since the pro- 
gram was started more than a year ago. 





FBI FILES MIGHT TELL THE STORY 
... the White House closed the doors 


Latest official figures place at about 14) 
the total number of workers who haye 
been fired or who have resigned afte Al 
their loyalty had been questioned. An. 
other 438 resigned while they were unde 
investigation. 

Congressional committees, inquiring 
into the progress of the program, are not 
satisfied that disloyal employes are being 
rooted out as fast as they should be, Mc 
Their own investigations produced the ing te 
spy stories that have been making head. 
lines recently. From these investigations, small 
the committees hope, there may emerge Va: 





legislation tightening the espionage laws : 
a 3 ae < gun I 
and making it easier to track down Com. 
munists. The investigations themselves, 0M. B 
with their charges and denials, have Brontin 
pointed up the difficulty of determining Far 


who is loyal and who is not. 
Writing a law to protect the county fwhile 


from spies is likely to be one of the first getting 
jobs assigned to the new Congress. Pregi- * 
dent Truman wants the executive de. Shift a 


partment left alone to conduct its own 
loyalty investigations. To that end, the § Popu 
Department of Justice is drawing up pro- Bing its 1 
posed legislation to curb espionage. This § (0 in t 
law is not likely to go very far beyond the on June 
methods of the present loyalty program, § Ag po 
created by executive order. wth oll 

Congress, on the other hand, prob Bros op 
ably will want to go further. There will Bicilities 
be moves to outlaw the Communist Bi. towar 
Party, but these will not get far if Baas a 
Thomas Dewey becomes President. He J The } 
















is on record against this method. There fing the 
may be attempts to force the President bappenit 
by law to divulge to Congress FBI re § ite Dist 
ports that now are suppressed. Whatever Percen 
the outcome, the spy issue is sure to con Boy peyice 
tinue to be a lively one during the com- reported 
ing presidential campaign. projected 
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AMERICA’S PEOPLE ON THE MOVE 


Growth of Urban Areas and Western States 


More people in U. S. are mov- 
ing toward big cities, away from 
small towns, farming regions. 

Vast shifts of population, be- 
gun in wartime, are still going 
on. Big increase in population 
continues, too. 

Far West benefits the most, 
while Northeastern States are 
getting back their wartime losses. 
Shift affects all regions. 


Population of the U.S. is continu- 
ing its rapid growth. A gain of 2,700,- 
(0 in the last year carried population 
on June 30 to 146,116,000. 

As population grows, it is shifting, too, 
with effects on marketing plans of busi- 
ness, On problems of housing, school 
lacilities, public works. The shift, broadly, 
is toward industrial centers and_ resort 
areas, away from agricultural regions. 

The Pictogram on pages 18 and 19 
and the table on this page show what is 
happening in each of the 48 States and 
the District of Columbia. 

Percentage changes shown are based 
m revised estimates of figures officially 
reported by States for June 30, 1947, 
projected to June 30, 1948, The projec- 
tion distributed population increases for 
the year by an unofficial application of 
the formula used by Government esti- 
mators of population. 

Growth of U.S. population for the 
year just ended has been about double 
the prewar rate: 

Births exceeded deaths by 2,242,000 
for the year that ended June 30. This 
difference was somewhat smaller than 
forthe preceding year, which set a post- 
war record of 2,569,000. However, the 
htest figure is well over the net gain of 
1,174,000 people in 1941. 

New arrivals from abroad, including 
inmigrants and U.S. citizens returning 
to this country, added 296,000 to the 
population in the last year, compared 
with 230,000 in the previous year and 
oly 59,000 in 1941, 

Shift of population during the year has 
tad an even greater effect, in large sec- 
ons of the country, than the over-all 
growth, 

Far Western States, in the year that 
tided June 30, pushed ahead most rap- 
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idly, with California reaching a popula- 
tion level just under that of Pennsylvania, 
the second largest State. In 1940, Cali- 
fornia had 6,980,000 people to Pennsyl- 
vania’s 9,931,000. By mid-1948, Cali- 
fornia had grown to 10,129,000, while 
Pennsylvania had 10,704,000. Oregon’s 
population, meanwhile, has reached a 
level of aboyt 50 per cent over 1940. 
Washington is just behind, with a popu- 
lation now 40 per cent above prewar. 

These three Pacific Coast States, to 
gether, now have 9.74 per cent of the 
total U.S. population, as compared with 
7.45 per cent before the war. 

Northeastern States, in contrast, are 
barely holding their own. New England’s 
gains in population since the war have 
about offset its wartime losses. Yet these 
States in 1948 account for 6.38 per cent 
of the total population, somewhat less 
than the 6.69 per cent of 1940. New 
York, New Jersey, and Pennsylvania, as 
a group, gained in population during the 
vear, but have not yet offset their relative 
wartime losses. They now account for 
20.4 per cent of U.S. population, com- 
pared with their prewar 20.88 per cent. 

Southern States, which had gained 
far more than the national average dur- 
ing the war, show a relative decline in 
the last year to a point below their pre- 
war status. The South Atlantic States- 
from Delaware to Florida—now account 
for 13.38 per cent of the total population, 
as compared with 13.58 per cent before 
their wartime growth. Another group of 
Southern States—Mississippi, Alabama, 
Kentucky and Tennessee—had 8.18 per 
cent of U.S. population, before the war, 
now have only 7.47 per cent. The decline 
is due partly to a sizable migration of 
Negroes from that area in the last year. 

Southwestern States, as a group, 
showed a smaller rate of increase than 
the rest of the country during the vear 
just ended. Their share of the nation’s 
population, as a result, has dropped from 
a prewar 9.9 per cent to a current 8.89 
per cent. Texas, however, increased its 
own portion of the U.S. population, from 
4.87 to 4.95 per cent. 

Midwestern States show both big 
losses and big gains in their current pop- 
ulation trends. The area around the 
Great Lakes—Illinois, Ohio, Indiana, 
Wisconsin, Michigan—is gaining faster 
than any other region except the Far 
West. Those five States now include 20.5 
per cent of the national population, com- 
pared with 20.2 per cent of the smaller 














Population Changes 

% 
July 1, July it, Change, 
1940 1948 1440-48 

TOTAL 

U.S. 131,954,000 146,116,000 -+-10.7 
Me. 847,000 987.000 + 5.9 
N.H. 192.000 556.000 +13.0 
Vt. 360.000 378.000 5.0 
Mass. 1.309.000 4.727.000 9.7 
R.I 711.000 745.000 LS 
Conn 1,708,000 2.013.000 --17.9 
IN;Y. 13.460,000 114.874.0000 68 
N. J. 4.154.000 1.736.000 +-14.0 
Pa. 9,931,000 10.704.000 7.8 
Ohio 6.905.000 7.774.000 +12.6 
Ind. 3.437.000 3.906.000 +-138.6 
Ill. 7.892.000 8.746.000 10.8 
Mich. 5.278.000 6.219.000 +178 
Wis. 3.141.000 3.315.000 3.5 
Minn. 2.800.000 2.917.000 1.2 
Ta. 2.542.000 2.597.000 + 22 
Mo. 3.797.000 8.946.000 -- 3.9 
N. Dak. 638,000 542.000 15.0 
S. Dak. 639.000 600,000 — 64 
Nebr. 1.315.000 1.285.000 — 28 
Kans. 1.798.000 1.967.000 + 94 
Del. 269.000 297.000 10.4 
Md. 1.835.000 2.177.000 18.6 
bec. 679,000 878.000 29.3 
Va. 2.721.000 3.088.000 11.7 
W. Va. 1.913.000 1.910.000 0.2 
N.€. 3.584.000 3.721.000 + 38 
Se. 1,894,000 1.976.000 + 43 
Ga. 3.108.000 3.148.000 + 1.3 
Fla. 1,914,000 2.409.000 +25.9 
Ky. 2,856,000 2.810.000 1.6 
Tenn. 2.933.000 8.144.000 + 72 
Ala. 2.825.000 2.847.000 + O08 
Miss. 2.183.000 2,120,000 29 
Ark. 1.950.000 1.919.000 1.6 
aa. 2.366.000 2.571.000 + 8.7 
Okla 2.521.000 2.271.000 22 
Tex 6.426.000 7.226.000 +194 
Mont 560.000 192.000 —12.1 
Ida. 529.000 523,000 1.1 
Wyo. 255.000 262,000 Qi 
Colo. 1,136,000 1.162.000 23 
N. Mex. 536.000 562,000 + 4.9 
Ariz. 506.000 683.000 +35.0 

Utah 555.000 650.000 +17 
Nev. 112.000 144.000 +28.6 
Wash 752.000 2.454.000 +40.1 
Oreg 1.102.000 1,649,000 -+-49.6 
Calif. 6.980.000 — 10.129.000 +-45.1 

1940 population. Other Midivestern 


States, largely agricultural, have declined 
from 10.25 to 9.48 per cent of U.S. pop 
ulation, a decline that began in wartime 
and still continues. 

Mountain States, from Montana to 
New Mexico, have gained population in 
the last year, but less than the U. S. aver- 
age. Their portion of the national popula- 
tion now is 3.06 per cent, less than the 
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3.17 per cent of 1940. Nevada has grown 
by 28 per cent since before the war, but 
still has only 144,000 people, less than 
the population of Wichita, Kans. 

These shifts in population during the 
last year add up to big postwar gains for 
the Far West and the Great Lakes area, a 
partial recovery in the industrial East, 
and a relative loss in the South. 

Pattern of U.S. population distribu- 
tion, as a result, is still changing now, 
three years after the war’s end, when 
people had been expected to settle down. 
Changes in that pattern during the year 
just past showed these trends: 

Farming areas are losing out all 
around. Largest net loss of population is 
in agricultural North Dakota, where emi- 
gration during the year brought the num- 
ber of people to 15 per cent below the 
State’s 1940 population. Montana is just 
behind, with a 12.1 per cent loss in eight 

ws, Other States losing population— 

ississippi, Nebraska, South Dakota, 
West Virginia, Oklahoma, Kentucky, Ar- 
kansas and Idaho—are predominantly 
agricultural. 

Urban areas, in general, are getting 
most of the increase in population. The 
big rise, however, is in residential dis- 
tricts surrounding the major cities. 

Los Angeles is the fastest-growing large 
city in the U.S. Yet suburban sections are 
growing faster than the city itself. Popu- 
lation of the Los Angeles metropolitan 
area is up from 2,904,596 in 1940 to 
3,916,875 by latest count. Only 374,000 
of this 1,000,000 increase has been within 
the Los Angeles city limits. 

New York’s metropolitan area, too, is 
expanding rapidly. But New York’s popu- 
lation has increased officially by only 6.8 
per cent, less than the 10.7 per cent na- 
tional average. Much of the real increase 
shows up in New Jersey and Connecticut 
suburbs, part of the Greater New York 
area. As a result, population of those two 
neighboring States has been boosted by 
14 and 17.9 per cent, respectively. 

Washington, D.C., another city with 
suburbs in neighboring States, shows a 
gain of 29 per cent in population within 
its city limits since prewar. Yet its suburbs 
in nearby Virginia have more than 
doubled in population, while other sub- 
urbs in nearby Maryland have grown 
by more than 50 per cent. 

What it means is that bigger mar- 
kets for all sorts of things—houses, cars, 
clothing, furniture, household appliances, 
food—now are to be found in urban areas 
over most of the country, and particu- 
larly in the Far West and the Great 
Lakes region. 

The trend, over all, now seems to 
be reversing the wartime movement of 
people from North to South, while con- 
tinuing the shifts from East to West and 
from farm areas to big cities. 
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Nine-Year Trends 
That Illustrate 
Extent of Boom 


A measure of the degree of inflation in 
different parts of the economy is shown 
by the accompanying chart. 

This chart, based upon a report of the 
Council of Economic Advisers to the 
President, shows the percentage increases 
in profits, spending, prices, employment 
and other elements of the economy af- 
fected by inflation. 

Profits, on a percentage basis, are up 
most, more than two and a half times 
above their 1939 level. The rise in profits 
is from a relatively low prewar base. 

Spending by business for plant and 
equipment is nearly two and a half times 
above its prewar rate. Much of this spend- 
ing is out of profits retained in business, 
because the market for new capital has 
not been good since the war. 

Prices received by farmers come next 
in the scale. Before the war, however, 
farm prices were low in relation to prices 
of things that farmers buy. 

Spendable income, per capita, is 138 
per cent above its 1939 level. 

Production of goods, however, has 
risen only 76 per cent. The increase of 
incomes reacting on the smaller increase 
in supply of goods accounts in part for 
the inflation of prices. 

Prices of all commodities at wholesale 
have increased 112 per cent since 1939. 
Cost of living, however, is up less than 
the level of commodity prices. The reason 
is that rents and prices of utility services 
and transportation have risen much less 
than other prices. 

New construction has risen by 144 
per cent in dollar volume. 

The inflation pictured by the chart on 
this page is the most severe that the 
country has ever undergone. This infla- 
tion is running through all sections of the 
economy. Its effect is most marked on 
profits, on business spending and on farm 
prices. 

Personal incomes, over all, are up 
187 per cent and still rising. This means 
that individuals, on an average, have 
$2.87 for each dollar they had before the 
war. 

Weekly earnings of factory workers 
have more than doubled—they are 118 
per cent above their 1939 level. 

Total spending on goods and services 
—the gross national product—is 173 per 
cent above prewar. Spending is at the 
rate of $2.73 for each dollar spent before 
the war. 

Inflation, in spite of its extent, is con- 
tinuing to run strongly. . 
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Factors in Inflation: 1939-48 | 


PERCENTAGE INCREASE 
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§ |THE BUDGETS SHRINKING SURPLUS 


Shift in Funds That Complicates Accounts 





275 
j Budget juggling, on paper, That looks a little like sleight of hand. 


hon eee: anda Actually, what is involved is this: 
enters into argu nes : In the year that ended June 30, the 
whether Government is making Federal Government’s income on an op- 
. . rating-budget basis exceeded outgo by 
noney or losing it. — ge 5} 
_—y g $8,419,000,000. Outgo was $36,066,000,- 
President Truman sees a def- 000 and income was $44,486,000,000. 





iit. Congress sees a surplus. A Congress, seeing that surplus, did two 
itched things. It cut taxes, first of all, by approx- 
$3,000,000,000 fund, asciais . imately $5,000,000,000, effective on in- For the year that 
about, decides who is right. dividual income received in 1948. Next, ended June 30, 
Actually, Government is on the _ it directed that $3,000,000,000 of the 1948, the U.S. 
° ° ° surplus be placed in a Foreign Economic 
edge of overspending. Mild busi- Co-operation Trust Fund. By these ac- had a surplus 
ness slump could mean a quick tions, Congress did three things. First, it amounting 
ia deficits. cut the tax revenues for the fiscal year TT 419.- 
return to big that started July 1. Second, it reduced to $8,419, 
the surplus of the last fiscal year to =————T—|—._ 000,000. 


sctari I + jt- ; : 
vA mysterious $3,000,000,000, float- $5,419,000,000, Third, it provided 
ing from one year to the next, is — ¢3'99¢.000,000 that could be used to 
whoring the Federal Government's seduce outgo in the present fiscal year. 


BUT Congress earmarked 


finances and leading to argument over = And, by reducing budget outgo, Con- 

the condition of those finances. gress is able to portray a potential deficit $3,000,000,000 of that 
It is this $3,000,000,000, juggled be- as a paper surplus. for foreign 

tween accounts, that is to keep the U.S. Here is how that operation is to be plage 

Treasury from running in the hole during — carried out: aid in the 

the year started July 1. President Truman Foreign aid in the operating budget year that 

insists that these billions will cover an — is down for $7,010,000,000 for the year 

actual deficit between income and outgo. — started July 1. That is the amount ac- started July 1. 

Republicans insist, instead, that the bil- — tually scheduled to be spent on a budget 

lions, moved over from one fiscal vear to _ basis. 

the next, assure the country a budget in FEC Trust Fund of $3,000,000,000, set 

balance, and with a surplus besides. up in the last fiscal year out of that year’s 


The argument revolves around the — surplus, is to be shifted over and spent THUS, $7,000,000,000, 
sterious $3 000,000: there in this year. : 2 . 
mysterious $3,000,000,000 and where in this year spent for foreign aid this 





it came from. To get clearly in mind Other foreign aid, as a result, is put 
where the billions were found, and what = down as costing only $4,010,000,000. year, takes 
isto be done with them, it is necessary The remainder of the bill is paid for out only $4,000,- 
to outline the Government’s budget as of the special trust fund. : ? 
now revised for the year started July 1. Outgo on a paper basis thus is $3,000,- ae 000,000 from 

On an operating basis, from current 000,000 less than the budget calls for on this year’s 
wutgo and income, the budget shows this: — an operating basis. It is a paper oper- budget 

Outgo is to be $42,203,000,000 in this ation, eer. 

year, The trouble with this type of book- 

Income is to be $40,658,000,000, as keeping is that it cannot be repeated in 

estimated in the official budget. another year. On the basis of official : 

A deficit, of $1,545,000,000 thus is in- — budget projections, there is to be no real RESULT of shift of funds 
(icated on operating-budget basis. This is surplus in this fiscal year out of which from one year to next will 
the deficit to which Mr. Truman refers. taxes can be reduced again or out be a small sur- 


But Congress directed that the budget — of which another foreign-aid trust fund 


be figured on a different basis, using can be set up tor the year to start next \\ \ | if plus, instead 
3,000,000,000 from a special trust ac- July 1. a —- of a deficit, 
count to reduce the outgo figure for the Instead, the Federal Government is - for year that 


iseal year that started July 1. starting again to skirt close to the edge 
Quigo, on this basis, is budgeted at of renewed deficits, whether actual or on 
$39,203,000,000 instead of $42,203,- a paper basis. 


started July 1. 





000,000, Surplus billions with which to play are 

Income remains the same at $40,658,- _ to fade in the present year, on the basis of 

100,000 as officially estimated. official estimates. Deficit billions may 

— A surplus of $1,455,000,000 now ap- take their place once business slows and 
_— & Pears instead of a $1,545,000,000 deficit. incomes decline. © 1948, By The U. S. News Publishing Corp. 
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Cuba‘s Big Worry: Too Much Sugar 


New problems are developing 
over sugar. Prospect of surplus is 
beginning to cause concern in 
U.S. and abroad. 

American buying helps to prop 
up Cuba’s industry now. But fur- 
ther bumper crops, in prospect, 
may be more than U.S. can 
handle. 

Too much sugar, if it comes, 
can wreck the boom in Cuba, put 
a crimp in other areas, cut down 
the market for U.S. goods. 


Sugar is about to join those crops 
that promise renewed headaches for 
producers and for governments. 
Wheat, corn and cotton are moving 
into the problem stage. Citrus fruits 
already are there. Sugar is barely a 
step behind. 

In Cuba, a record sugar crop of 6,675,- 
(00 tons has just been produced. Before 
the war, sugar was in surplus when 
Cuban crops amounted to around 3,000,- 
000 tons. During the war and afterward, 
it was Cuban sugar that supplied much 
of the world, with the Philippines, Java 
and some other producing areas cut off. 

Now, however, world output of sugar 
is rising rapidly. Philippine output fell 
during the war from 1,127,000 tons to 
75,000. It is back this year above 600,000 
tons and rising. Java once produced 
around 1,500,000 tons and soon will be 
on the way back. Mexico has shifted 
from an importer to an exporter of sugar. 
U.S. production of beet sugar and cane 
sugar is up from 1,994,000 tons before 
the war to around 2,100,000 tons. 

Prices of sugar inside the U.S. are in- 
sulated from world conditions by the 
Sugar Act, but export prices here and in 
other producing countries are beginning 
to ease off as supplies increase. 

Problems, thus, are to reappear for 
the sugar industry. These are tied to polit- 
ical and economic problems of broad 
importance. 

This year, the sugar problem is being 
avoided by only a narrow margin. The 
Cuban crop harvested early in the year 
was the largest in history. There didn’t 
seem to be outlets for all of it. 

Consumption in Cuba would use up 
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about 227,000 tons. The U.S. Army 
bought 1,000,000 tons for use in occu- 
pied areas. Other countries agreed to 
take 1,875,000 tons. But the U.S. Sugar 
Act, which took effect early this year, 
threatened an upset. In order to keep 
prices in line with living costs and to 
protect U.S. producers, the Act requires 
the Secretary of Agriculture to limit 
sugar imports. Thus, Cuba couldn’t ship 
as much sugar to the U. S. as she wanted. 
She finally got a quota of 2,774,000 tons 
for export to the U.S., but that included 
the unfilled portion of the Philippines’ 
quota. 

All these sales didn’t take care of the 
bumper crop. It looked for a while as if 
Cuba would have a surplus of close ta 
700,000 tons. Sugar producers and Gov- 
ernment officials were getting worried. 

Finally, the U.S. Government stepped 
in and agreed to buy 238,000 tons more 





for use in occupied areas and up to 223.8 
000 tons more for other uses. Cub; 
fears of a big surplus, thus, have bey 
eased for this year, but the worry hy 
shifted to the future. 

Next year, the situation may becom 
serious, Another big crop is indicate 
Production in other parts of the world; 
to be larger. The Philippines are likely; 
fill more of their U.S. quota than the 
filled this year. That will mean small 
exports of Cuban sugar to the U.S. | 
the weather in Europe is favorable nex 
season, the beet crop there will be large 
Thus, less Cuban sugar will be needed in 
occupied Germany and Western Europe 

Result is likely to be too much sugy 
in Cuba and some other producing are 
That can mean the end of Cuba’s boon 
and the beginning of serious troubi: 

Cuba’s boom is the result of he 
huge sales of sugar during and since th 
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IN THE FIELDS, SUGAR AND MORE SUGAR 
-.. would Cuba‘s great yields lead to headaches? 
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war. Her exports last year—mostly sugar 
-amounted to $750,000,000. That is 
about five times the 1940 figure, and it 
has made money plentiful. 

Employment is high as the result of 
activity in the sugar industry and the 
plentiful supply of money. Prices are up. 
American products, which are almost as 
common as in the U.S., are expensive. 
On most Cuban products the prices are 
high, too, A chicken costs $2.50, ordi- 
nary cuts of beet are around 70 cents, 
beans are 40 cents. A peso buys about a 
third as much as it did before the war. 
About the only thing that is really cheap 
is rum; good brands sell at $1 to $1.40 
a fifth. 

High prices are squeezing unorganized 
workers, for their wages haven't gone up 
much. Unionized labor, however, is get- 
ting bigger pay and more benefits of 
other kinds than ever before. And almost 
everybody seems to be buying freely. 
Cuba’s purchase of American products 
are running around $600,000,000 a year. 

Bank clearings are nearly three times 
as large as in 1942. Construction, espe- 
cially in Havana, is going forward on a 
large scale. 

The boom is running strong now, but 





it can break quickly when big surpluses 
of sugar return. 

A new President, Dr. Carlos Prio 
Socorras, who takes office in October, is 
to inherit Cuba’s troubles. He says he 
doesn’t expect big surpluses to come 
back soon, but he and his advisers, along 
with leaders in the sugar industry, are 
giving a lot of thought to the matter. 

A big hope in official and industrial 
circles is that the U.S. will increase its 
consumption. Many Cubans believe that 
Americans would increase their annual 
use of sugar to the Western European 
level if they realized that sugar is the 
cheapest source of energy. Sugar men are 
talking now about putting on a publicity 
campaign in the U.S. to increase con- 
sumption. 

Nobody is banking on larger use of 
sugar by Americans to stave off surpluses, 
however. Thus, attention is being given 
to steps the Cuban Government can take 
to avert disaster when big surpluses of 
sugar return. 

The Government’s program is ex- 
pected to line up about like this: 

Some sugar land will be shifted to 
other crops on a voluntary basis. Cuban 
farmers will keep on raising sugar cane 
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IN THE PLANT—A BUMPER CROP IS READIED FOR EXPORT 
+». was the solution emphasis on peanuts, tourists and sunflower seeds? 


AUGUST 27, 1948 


as long as it brings them the highest 
return. When farmers are willing to shift 
to other crops, however, the new Admin- 
istration expects to help them by provid- 
ing good seed, modern farm implements 
and cheap fertilizers and by building 
farm-to-market roads. 

Cuba can grow more peanits, sun- 
flower seeds and other oilseeds, as well 
as more rice and other grains. A shift to 
these crops would cut down imports of 
fats and grains from the U.S. 

New industries that would provide 
jobs for some of the Cubans now in the 
sugar industry are to be encouraged. Un- 
like Argentina and Mexico, Cuba isn’t 
thinking in terms of self-sufficiency. The 
view generally held is that the U.S. al- 
ways will buy a lot of Cuba’s exports and 
that Cuba should continue to be a good 
customer for American manufacturers. 
Attempts to industrialize will be directed 
to lines that can use local raw materials. 

The Government’s campaign to bring 
more American tourists to Cuba is to be 
continued and may be stepped up. If the 
number of tourists can be increased, the 
services they will need will take care of 
some workers now employed in the sugar 
industry. Then, too, American tourists 
leave dollars, and Cuba will need dollars 
when sugar sales fall off. 

A cut in the acreage of cane to be 
harvested next season may be under 
study, but not much is said about it, and 
apparently such a cut is not planned now. 
Cuba’s delegates to the current world 
sugar conference in London, however, 
are working for a general agreement to 
control production. 

The Communists will move in and stir 
things up when sugar troubles become 
serious. Cuba’s Communist Party, which 
calls itself the Popular Socialist Party, is 
the biggest Communist organization in 
this Hemisphere. Government policy is to 
let it exist legally, on the theory that it 
can do less damage when in the open 
than it could underground. 

Communists in Cuba have lost some of 
their strength since early last year. At 
that time Dr. Prio, as Minister of Labor, 
broke their hold on organized labor. 
Mainly as the result of this loss of power, 
the party lined up only 142,000 votes in 
this year’s election. That was a drop of 
50,000 from the Communist vote four 
years ago. 

Still the party is strong, well organized 
and ablv led. It may create ‘a lot of 
confusion when the right time comes. 

Sugar troubles arent making them- 
selves felt yet. but they are not far in 
the future. The world has been forcing 
production of farm crops to meet accumu- 
lated demand. Now production is getting 
too big. Wheat, corn and cotton already 
are beginning to be troublesome. Sugar 
is likely to be next. 
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PERIL FOR U.S. IN MALAY UNREST 


Fighting in faraway Malaya is 
developing real danger signs for 
the U.S. and Britain. 

Attacks on big estates, big 
mines are growing. Rich supply 
of tin, rubber, other strategic 
stockpile materials is at stake. 

Jungle warfare, little noticed 
at the outset, is showing up as 
part of Communist strategy to 
move into Asia, to upset recovery 
in Europe and snarl British-Amer- 
ican lines of supply. 


Terrorist raids in Malaya—shooting 
up the place with guns secreted dur- 
ing the Japanese occupation—are be- 
coming a direct concern of the U.S. 
They are part of Communist moves 
to hamper recovery and embarrass 
the West everywhere in the world. 

Jungle warfare is being stepped up, 
despite British efforts to suppress it. 
Snipers, hidden in thickets, are picking 
off plantation bosses and mining con- 
tractors. Night raiders are firing rubber 
estates, harassing villages, trying to 
frighten natives who work on British 
plantations. A state of emergency exists. 

At stake in the disorders is the future 
of the world’s biggest source of tin and 
rubber, both needed by the U.S. and 
Britain for industrial use and for stra- 
tegic stockpiling. Last year Malaya pro- 
duced more than half the world’s output 
of natural rubber, and production this 
vear, before the outbreak of violence, 
was running ahead of 1947. America, dur- 
ing the first five months of 1948, bought 
all the rubber it wanted from Malaya, 
201,000 tons. 

Production of rubber and tin has not 
yet been reduced by terrorist raids. But 
estate managers say it is sure to drop 
unless the violence is put down. A drop 
in production will hit not only the U. S., 
but also the British who earn more U. S. 
dollars through their holdings in Malaya 
than in any other area of the Empire. 

Behind the fighting, British au- 
thorities are convinced, is a Communist 
plot to disrupt the whole rich area and 
discredit both the U. S. and Britain. Com- 
munist leaders, forced underground, are 
directing the fighting, and their chief 
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targets are the British managers of the 
big plantations and mines. 

Because of the danger of surprise raids, 
planters are having to work all day and 
stand guard most of the night. One plant- 
er told a correspondent for U. S. News & 
World Report that he has had no more 
than two consecutive hours of sleep since 
the uprising began. 

“So long as the planters stick to their 
estates,” an official told this correspond- 
ent, “the coolies will have confidence in 
us and will continue to work. But, if the 


Malaya’s only coal mine at Batu Arang 
held it for nearly an hour, killed sever, 
Chinese labor contractors and oversees 
and did some damage to machinery be. 
fore retiring. They could have dealt the 
economy a crippling blow had they wipe 
out the European staff and done a tho. 
ough job of sabotage. 

In addition, the terrorists have mak 
sporadic raids on remote estates, but they 
have done nothing to sabotage the rai. 
roads that transport the rubber and tip 
to the ports. 
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BRITISH TROOPS IN MALAYAN JUNGLE 
... the terrain works in favor of the terrorists 


planters abandon their estates, the work- 
ers will leave—may even join the rebels.” 

Terrorist strategy is directed against 
the plantations most vulnerable to attack, 
located in isolated spots and surrounded 
by deep jungle. But the campaign thus 
far does not appear to be well co-ordi- 
nated and the insurgents lack organiza- 
tion. The rebels, operating from jungle 
hide-outs, strike in units of 20 to 200 men. 
Since the campaign of violence began 
they have killed half a dozen British 
planters and miners and nearly 100 Chi- 
nese who refused to aid the rebellion. 

In attempts to disrupt the economy, 
rebel bands are burning rubber estates 
and smokehouses. But their campaign of 
economic sabotage does not seem to be 
expertly planned, at least not yet. 

As an example, in the biggest insurgent 
attack staged so far, terrorists seized 


Such incidents may be part of the 
Communist strategy not to antagonize the 
Malay natives, since few of them are 
taking active part in the rebellion. By one 
estimate, at least 95 per cent of the rebel 
are Chinese inhabitants of Malaya. The 
rest are Indians and a few of natives. 

The rebellion is being staged mainly 
by the guerrilla troops who, during Worl! 
War II, resisted the Japanese occupation 
under the name of the Malayan Peoples 
Anti-Japanese Army. That Army was 0 
ficially demobilized after the war, but the 
guerrillas refused to surrender their arms 
mostly supplied by the British. 

Recently Communist leaders went wt 
derground and remobilized the Army ! 
the present campaign of violence. The 
British are convinced that the Comm 
nists decided on direct action when thes 
began to lose their grip on local unit! 
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organizations and encountered difficulty 
in getting mass support for a nationalist 
movement to challenge British rule. An- 
other factor may have been a fear that 
the: Communist Party was about to be 
suppressed. 

Communist timetable, according to 
the British, set June 1 as “D Day” for 
their Malay revolution. By August 3 they 
had hoped to establish themselves solidly 
enough in some area to proclaim a “Re- 
public” independent of the rest of Malaya. 
If that was the timetable, it has mis- 
carried, but the terrorist raids still are 
going on, with or without popular sup- 
port. 

British countermeasures to put 
down the rebellion have practically placed 
the country on a war footing. The Ma- 
layan Communist Party and several other 
militant organizations have been out- 
lawed. National registration of the entire 
population is planned. 

Death penalty has been decreed as 
mandatory for anyone caught carrying 
ams illegally. A number of Chinese al- 
ready have been sentenced to be hanged. 
Failure to give information about the 
rebels is a prison offense and is being 
strictly enforced. In one case three Chi- 
nese were sentenced to prison after guns 
were discovered in a neighbor’s house. 

Thousands of persons have been 
screened by British authorities in Ma- 
laya and in Singapore. Almost 2,000 have 
heen arrested as active rebels, supporters 
or sympathizers. Idea behind the mass 
arests is to get as many terrorist leaders 
as possible behind bars. 

British strategy now is to drive the 
terrorists into the jungle, then isolate their 
jungle strongholds and starve them into 
surender. Native police and constabu- 
lary, rather than regular troops, are to 
be relied on for most of this job. 

British reinforcements are being moved 
into provide an expeditionary force and 
to fill out the normal troop strength. 
Strength of the police and constabulary is 
being increased from 13,000 to 20,000. 
But some authorities say it will take 
30,000 armed men to provide adequate 
protection for the estates. 

Regular offensives are being mounted 
either to attack guerrilla concentrations 
or to clear an area and force the terror- 
ists deeper into the jungle. Warplanes 
ae being used to strafe native villages 
held by the insurgents. 

Despite these countermeasures, how- 
ever, the British forces have been unable 
0 come to grips with the elusive rebels. 
‘inee the campaign began, the British 
lave killed fewer than 100 insurgents. 
Reason is that the terrain works against 
the British forces and in favor of the ter- 
wrists. They are able to stage surprise 
ids on estates, then fade into the jungle 
and disperse. 
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MALAYA’‘S RICHES: TIN AND RUBBER 
. .. production will drop unless violence is put down 


Because of these guerrilla tactics, au- 
thorities disagree on how long it will take 
to put down the rebellion. The British 
timetable is to drive the insurgents into 
the jungles by October 1 and clean out 
the rebels within a year. But most expert 
opinion is that the rebels have not yet 
shown their real strength. It may take 
the British three years to restore order. 

What lies ahead, regardless of the 
eventual outcome of the terrorist cam- 
paign, is the virtual certainty of a drop in 
tin and rubber production at a time when 
Britain can least afford it. Rubber-estate 
workers already are refusing to tap trees 
that fringe the jungle, and estate man- 
agers find they have to spend much of 





their time organizing protection. If that 
keeps up, production is bound to suffer. 

What worries both the British and 
Americans is the possibility that tin and 
rubber output will be set back for a year 
or so. To the British, such a development 
might put a crimp in Britain’s own re- 
covery program because Malaya is the 
Empire’s biggest earner of U.S. dollars. 
Last year alone, Malayan exports to 
America netted $200,000,000. 

The objective now is to wipe out the 
terrorist activities before they have a 
chance to bite deeply into the dollar-earn- 
ing value of tin and rubber, and before 
they can swing Malaya into the Commu 
nist network being spread through Asia. 


—European 


MALAYA‘S EXPORTS 
.. . a cut would put a crimp in Britain's recovery program 
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Strategy in Berlin: 
Basis of U.S. Stand 
For 4-Power Rule 


Reported from BERLIN 
and WASHINGTON 


The strategy of U. S.-Britain-France 
in dealing with the problem of Berlin has 
been all along to emerge from a diffi- 
cult situation with the least possible con- 
cession to Russia. 

Berlin, as a problem, was complicated 
by the way the Western nations accepted 
a position on an “island” surrounded by 
Russian-occupied territory, without first 
assuring a guaranteed means of travel to 
and from that island. It is this oversight 
by the West that has been at the bot- 
tom of Soviet strategy, of moves made 
as Russia sought to make untenable 
the U. S.-British-French position within 
Berlin. 

There is little public understanding of 
exactly what were Western rights in Ber- 
lin, where those rights came from, who 
assured them. By outlining questions that 
are raised and giving answers from the 
record, some perspective can be had on a 
situation that seemed to threaten war: 

When did U. S. get the right to occupy 
part of Berlin? 

This right was given on June 5, 1945, 
by a four-power declaration made a 
month after war against Germany had 
ended. That declaration was signed by 
Foreign Minister V. M. Molotov for Rus- 
sia, Secretary of State James F. Byrnes 
for U.S. 

What did this agreement provide? 

It called for U. S., Russia, Britain and 
France to occupy Berlin jointly, for the 
Berlin government to be run by four com- 
mandants, one from each country. 

What about supply? 

Supply corridors through the Russian 
zone from Western Germany to Berlin 
were agreed to later, on June 29, 1945. 

Who arranged for supplying U.S. 
forces in Berlin? 

Gen. Lucius D. Clay, then Deputy 
Military Governor of the U.S. zone in 
Germany, arranged for these supply 
routes with Marshal Georgy Zhukov, of 
Russia. 

Did U.S. control its supply lines? 

No. The Russians made no official 
agreement to give up control of the sup- 
ply corridors. The Potsdam Agreement, 
signed by Premier Stalin and President 
Truman on July 17, 1945, gave occupying 
powers “supreme authority . . . each in 
his own zone.” Transport corridors all 
run through Soviet-occupied territory, 
under Soviet control. 
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What explanation is made of failure 
to get U. S.-controlled supply lines? 

General Clay, now U. S. Military Gov- 
ernor in Germany, said at a press confer- 
ence in Washington July 23, 1948: “I 
guess I’m as responsible as anybody. We 
had 3,000,000 troops in Europe when we 
went into Berlin and I took it for granted 
that we had the right of access and sup- 
ply. At that time the question of a formal 
agreement on that didn’t seem very im- 
portant. Looking back, I can see now 
that I should have gotten an agreement in 
writing—but I didn’t.” 

Does Russia, then, control all U.S. 
supply lines into Berlin? 

The Soviets technically control the rail- 
roads, highways and canals in the West- 
ern transport corridors, but not the air 
lanes assigned for Western use. 

What about rail corridors? 

The Russians agreed on Sept. 10, 1945, 
through the Transport Directorate in 
Berlin, that the Western powers could 
move up to 16 eastbound freight trains 
daily, under Soviet control and supervi- 
sion, over routes shown in the map. 

Has this rail agreement been changed? 

The daily number of trains has been 
changed several times, now is down to 
none, but provisions for Russian control 
of the rail lines remain the same. 

What about highway and water cor- 
ridors? 

Agreements made by General Clay 
and Marshal Zhukov during the summer 
of 1945 gave Western occupying powers 
the use, under Russian control, of the 
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Autobahn and canal routes into Berlin 
from the West. 

How was Russia able to close down 
these supply lines? 

Reason given by the Soviets was “tech- 
nical difficulties,” the need for repairs on 
the railroad lines, locks and roads in cor- 
ridors assigned to Western powers. 

Is that reason legally valid? 

Yes, as long as the Russians retain 
operational control. 

What about supply by air? 

Air corridors were authorized on Nov 
30, 1945, when the Soviet Supreme Com: 
mander officially consented to three air 
lanes, running from the U. S., British and 
French zones into Berlin, as shown in the 
accompanying map. 

Do the Soviets control these air lines? 

No. There was no limit placed on the 
use of these 20-mile-wide air corridors bi 
Western planes, although Soviet aircralt 
are not excluded from those corridors. 

Could the Russians, then, legally stop 
the U. S.-British “air lift’’? 

They could not. Landing fields, other 
facilities for using air corridors are lo 
cated in Western-occupied territory. 

Has the right of Western powers (0 
supply part of Berlin been questioned’ 

That right has not been questioned b) 
the Russians. The right of supply is im 
plied in the occupation agreement 0 
June 5, 1945. Difficulties of supply spring 
from terms of the later agreements col 
cerning transport corridors, terms that 
give the Russians veto power over all lant 
and water transport into Berlin. 
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4 BELGRADE....LONDON....PARIS....NANKING.... 
4 — 
a Split world, deep division between the forces led by Premier Joseph Stalin 
’ and those led by the U.S., is to continue despite conferences, is to get deeper. 
me It's much more than a matter of power politics, of Russia trying to expand, 
% of U.S. holding Russia back. Division is becoming acute now in matters that go 
r far beyond usual province of diplomacy, into basic questions of religion, ways 
of treating individuals; issues that involve fundamental human emotions; issues, 
too, that are especially difficult to compromise, or even to smooth over. 
= There's a change in the atmosphere surrounding the "cold war," a change from 
very the matter-of-fact way in which diplomats and generals prefer to discuss inter- 
a national politics and strategy. It's becoming harder to keep emotion out. 
ne Trend is showing up everywhere U.S. and Russia meet, talk, quarrel. 
) Talks, as in Moscow or elsewhere, are limited to narrow issues of power, but 
» Berlin 


events, as in Berlin, keep moving faster than the talkers. Result, during talks, 
>» down is that atmosphere all around diplomats heats up, gets nondiplomats stirred up 

, over much broader issues, raises question of how far diplomats can really get. 

s “tech- 
airs on 
in cor- 2,500,000 Berliners are involved. Prestige, as well as power, of U.S. and Russia 
TS. 


Berlin blockade is beyond point of easy compromise. Lives, freedom of -some 





is likewise deeply involved. It is no longer a narrow issue, easy to settle. 





; retain Danube Conference reveals U.S. diplomats angry, disgusted, more outspoken 
against Soviet than ever, adding a degree or two to world's high temperature. 





Trend, rising emotional pitch in relations between East and West, becomes 


7 clearest of all in way East denounces and West rejoices in what looks like an epi- 

— demic of refugees fleeing Soviet sphere, deserting Soviet Army, even jumping out 

n in the of Soviet consulate windows. These events really drive home deep differences be- 

aa tween the two worlds even as they make healing of differences all the harder. 

ir tines: 

Pa > Danube Conference did nothing to heal differences, settled hardly anything. 

aircraft Theory was that conferees would set up international control of Danube, agree 

raya to full guarantee of freedom for commerce and navigation. That's how the river 
has been managed for years. That is what West hoped for when foreign ministers 

failed to agree on Danube two years ago and postponed argument until now. 

aac Practice turned out to be considerably different from theory. Reason was 

wers 10 Simple: Andrei Vishinsky of Russia had 7 of the 10 votes in his pocket, knew that 

ae Soviet power in fact controlled three fourths of Danube. So it was Russia's game 

y is im- from start to finish. She hired the umpires, rigged the rules, kept the score. 

nent 0! 

— >> Puzzle is why West agreed to holding Danube Conference at this time. 

ms thal U.S. comes out of it with little except another disagreement with Russia. 

- all Jane inne 
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WORLDGRAM-- (Continued) 


British, French lose voice they had in Danubian affairs before the war. 
Russia is the winner, to nobody's surprise. It's Danube for the Danubians, 
Moscow boasts. And when time comes to deal with Austria and Germany on Danubian 
trade, Moscow can pretty well call the turn. It's a big fact in East-West trade. 
West, before Conference, hoped Russia would offer concessions on Danube, 
maybe show willingness to compromise on bigger issues. But that hope, as a rea- 
son for entering Conference, turns out to have been badly mistaken. Power talked. 
Moral: Mr. Stalin only concedes what he doesn't control, never what he does. 








>> More significant than the Danube Conference, really, is this spreading of 
the East-West argument to issues that people everywhere feel deeply about. 
Freedom of religion is one such issue, a growing problem in much of Europe. 
Freedom for the individual is another. Ask the people of Eastern Europe. 
Point is that current events are making these issues vivid to more and more 
people. Issues themselves are old, but Communists are setting them ablaze. One 
effect is to intensify West's opposition to Communism, to widen the split. 
Organized church is speaking out. Attitude of Vatican is well known. Now 
another group, a world assembly of Protestant Episcopal clergy, formally says 
East-West issue is between Communism and Christianity, permitting no neutrality. 











>> This is the sort of thing churchmen see and worry about: 

Force, used by Communists to cripple church, is spreading in Eastern Europe. 

Communist program begins by closing church schools, nationalizing all edu- 
cation, putting children where Communists can do the indoctrinating. 

In Yugoslavia, church schools have been suppressed since end of the war. 

In Slovakia, part of Czechoslovakia, Suppression also began early. 

In Bohemia, Moravia, rest of Czechoslovakia, nationalization is ordered. 

In Hungary, despite riots, the state is taking over all the schools. 

In Rumania, suppression of church schools is the rule, in effect. 

Only exception in Soviet sphere is Poland, but no one can say for how long. 

Inside Russia, at same time, party line on religion is changing. 

Temporary line, tolerating religion, churchgoing, is going out of style. 

Old line, openly hostile to church, is reappearing. Thus, members of Com- 
munist Youth League are now told they can be expelled for going to church, that 
"Communism and religion are incompatible and irreconcilable." 























>> This whole question of church vs. state, individual vs. state, is to get an 
airing, and an expansive one, when the U.N. General Assembly opens in Paris. 
Argument is to begin when Human Rights Commission, headed by Mrs. Eleanor 
Roosevelt, reports. Russians will try to water down all statements, make West 
take Soviet definitions of democracy and human rights. Talk will get very blunt. 
Result won't bring East and West closer, will show a basic cause of split. 


>> In China, Chiang Kai-shek has his back to the wall, with very little room 
for maneuver. Drastic currency reform probably won't make much difference. 
Stubborn fact is that military expenses eat up more than the Government is 
able to collect in taxes. And things have been going this way for years. 
New measures may increase revenues a little, cut. spending somewhat, but 
won't stop war, won't help peasants seeking land reform, won't halt Communists. 
It's a black outlook for Nationalist China, a poser for the U.S. 
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ELECTRONIC WONDER! 


Amazing new Dictaphone TIME-MASTER 


records on plastic belt! 


The electronic TIME-MASTER is the neatest. most 


compact dictating machine that ever took a letter or 


trapped a thought! 

\nd vou ean mail that voiee letter as easily as any 
business correspondence. For the TIME-MASTER records 
on a small plastic Memobelt—just the size for a busi- 





Twelve plastic belts—or three hours of dietation— 
will fit into vour billfold. Hand them to vour secretary 


for the easiest transcriptions she ever made, 


DICTAPHONE 


Electronic Dictation 


Only Dictaphone Corporation makes Dictaphone* Machines. (*Reg. U. S. Pat. Off.) 


ness envelope! Yes, this new dictating development 
means greater convenience in every way for you and 
your secretary. Nothing can match the TIME-MASTER- 
for all dictation—in vour office or home and on trips. 
Its recording is outstandingly clear and transcribable. 

That’s because the famous Dictaphone principle of 
cevlindrical recording still applies. The Memobelt is the 
only plastic dictating medium that assures both uniform 
tonal clarity and quality from beginning to end, and 
uniform measured backspacing for dictator and tran- 
scriber alike. 

No other dictating machine has all these advantages: 
Lightweight, all-metal construction, easily mailable and 
fileable plastic belt recordings, voice-perfect recording, 
constant groove speed, uniform backspacing, rapid 
place-finding and other features—plus famed Dictaphone 
dependability! 


FOR A DEMONSTRATION of the revolutionary new 
TIME-MASTER model, simply call your local Dictaphone 
representative or fill in the coupon below. 


Dictaphone Corporation 

Department F-9, 420 Lexington Ave.. N. Y. C- 
[) Please show me the new TIME-MASTER, 

L Please send TIME-MASTER literature. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 








INFLATION CAN BE STOPPED 


BY EUGENE V. ROSTOW 


Inflation, Lenin said, is the quickest way to destroy 
a middle-class society. During the twenties we saw 
what inflation could mean in Germany, and in Aus- 
tria; more recently the act was repeated, at Soviet 
command, in Hungary. In the United States, we are 
living through an inflation which is as dangerous to 
the whole fabric of our social order as the Great De- 
pression of the thirties. The pace of American inflation 
is still gaining, not receding. And our program of re- 
armament, coupled with the Marshall Plan, will al- 
most surely give it new and sinister momentum. Yet 
no adequate measures to control inflation have been 
advanced, either by the Administration or in Congress. 
The proposals of President Truman and the counter 
proposals of the Republican Party in Congress are 
equally inadequate, and for the same reason: they con- 
template action to postpone the effects of inflation, 
and not to remove it. The vigorous position taken by 
Marriner Eccles, the vice-chairman of the Federal Re- 
serve Board, is by far the most forthright and direct 
approach yet put forward to the problem of inflation 
in America, but it is without support either within the 
Administration or in the banking community. 

Inflation can be stopped, but not by witchcraft and 
incantation. Pledges from the unions not to seek wage 
increases, however desirable, cannot help appreciably. 
Pledges from business and agriculture not to raise 
prices would help less, and would probably mask a 
good deal of restraint of trade and what we loosely 
call black marketing in the retail markets, beyond the 
reach of controls. The price reductions instituted by 
the General Electric Co. and the United States Steel 
Corp. were good public relations, and no doubt well 
meant; but they could make no contribution to stabili- 
zation. Such proposals do not deal with the sources of 
inflation. The popular notion that prices can be kept 
down if we simply agree to keep them down represents 
perhaps the most dangerous of all approaches to the 
problem of inflation. Such a program would combine 
the worst features of N.R.A. and O.P.A. It would mo- 
bilize the economy in a pattern of cartellization and 
detailed control which might genuinely imperil the 
basic pattern of freedom in our community. 


Unbalance of Money and Goods 


The essence of the problem of inflation is simple 
enough. Inflation is an unbalanced relationship be- 
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Secretary of State and specialized in econ 
problems. 





EDITOR’S NOTE: The article on these and 
succeeding eight pages is presented because jf 
a significant analysis of inflation and its effect 
well worth reading because it is so clear-cut; 
penetrating as well as informative. The aut 
Eugene V. Rostow, teaches a course on econo 
controls in the Graduate Department of Yale|) 
versity. He is a professor in the Yale Law Schy 
having come there from a New York law of 
During the war he was Assistant to the Un 
























While there is much in Mr. Rostow’s propos 
for remedy with which this writer disagrees, th 
is nevertheless food for thought in the sufgesti 
for treating the major issue of today’s econoq 
situation. Coming as his analysis does from 
who 1s on the radical and New Deal side of | 
argument about the function of the Federal Gt 
ernment in our national economy, the ideas $i 
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tween the flow of funds and the flow of goods. Wea 
enlarging the ow of money income in the hands 
the public faster than we can increase the supply4 
goods and services. Therefore there is excessive pil 
chasing power available for existing supplies, and 
upward pressure on prices which makes great prof 
for a few people, and intolerable strain for everybo 
else. Since V-J Day, the Government has been tryif 
to hold down the flow of money income by keepit 
taxes high, and by using its surplus tax receipts ton 
tire debt in a deflationary way, or at least inaW4 
which would not add to bank reserves. But other fort 
at work, notably the rate at which people are spendi 
and borrowing money for consumers’ goods, and 
rate at which the banks are making loans to priv 
business, have more than offset the wholesome def 
tionary effect of the government surplus. And in 

spring of 1948 we cut tax receipts and increased $0) 
ernment expenditure, both for arms and for fort 
aid, thus removing even the ineffective brake of # 
government surplus on the flow of funds thro 
the economy. Unless the level of national inc 
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“! wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 





Pace of American inflation is gaining—No remedy in return of 
OPA or NRA—Need for restriction on flow of money through 


control of interest rates and expenditures on capital goods. 





here are especially significant 1n the extent to 
hich the orthodox or conservative point of view 
k recognized. 
There is, Of Course, no consideration given in 
e article to the strong political influences that 
have caused President Truman to refrain from 
hacking up the program advanced by Marriner 
ccles of the Federal Reserve Board early this 
var. Nor is any attempt made evidently to ap- 
waise the impact of opposite political theories on 
e evolution of our postwar policies in Congress 
at have led to inflationary laws and appropria- 
ions. It was the belief of our editors who examined 
he article that it would nevertheless prove stimu- 
ating to the readers of “U.S. News & World Re- 
port,” Credit is due “The Virginia Quarterly,” 
ublished by the University of Virginia, for per- 
mission to reprint from its summer issue where 
he article has just appeared. 

—DAVID LAWRENCE, EDITOR. 








is stabilized, at a bearable level of living costs, we 
may create the kind of mass tensions which endanger 
society. 

We tend to believe that deflations must follow in- 
ations, and that the price of boom is bust. That con- 
vition is an illusion. Economic history is not a sym- 
metrical chronicle of equal dips and rises. An inflation 
can be followed by more inflation, until fixed salary 
and income groups are impoverished, and the basis 
of social living is totally changed. We must not forget 
that the franc was once worth 20 cents, and that its 
ficial price is now about 200 to a dollar. The change 
inthe value of the franc—and of other currencies—did 
tot come about through inflation and depression, but 
through a series of inflations, punctuated by periods of 
tative stability, but not slump. 


Where the Money Goes 


We have become accustomed to reading statistics 
about the national income. And we properly regard 
‘ontrolling the level of national income as an object 


of governmental policy—perhaps its chief responsibil- 
ity in a capitalist democracy. 

The national income, despite some statistical com- 
plexities, is a simple and useful tool of thought, and 
guide to action. In evaluating proposals for controlling 
inflation, the first question to ask is, ““What will the 
effect of this measure be on national income?” 

By national income, we mean generally the total 
amount of payments to people as income during a 
year: wages, salaries, profits, dividends, the returns of 
farmers and coupon clippers, of workers, civil servants, 
and professional people. 

The idea has two sides: there is a “national income” 
in money, and a “national income” in goods and serv- 
ices. The term national product (gross or net, depend- 
ing on whether depreciation and some other items are 
included) is now commonly used to identify the na- 
tional income in goods—the total value of all goods 
and services produced or supplied by the economic ~* 
system during the year. Nice points of measurément 
are encountered. Should one count the unpaid labor 
of housewives as a part of the national product? 
Details aside, the idea of national income means 
both these things—the flow of money income in the 
hands of the public, and the value of the flow of 
goods and services available for purchase with these 
funds. 

One can locate the source of our inflation problem, 
and measure its approximate magnitude, by tracing 
what happens to people’s money income. 

Money is spent in three principal ways. People use 
their income to buy food, clothes, travel, doctors’ 
services, books, amusements, and other kinds of con- 
sumers’ goods and services. Such spending reappears 
promptly in the stream of income payments again as 
the receipts of the customers’ goods industries, and 
the wages of those who work for them directly or 
indirectly. In 1947 about $164 billion, or more than 
80 per cent of the people’s personal incomes of $196 
billion, flowed through the circuit of personal con- 
sumption. Consumers’ goods and services accounted 
for over 70 per cent of the value of all goods and serv- 
ices produced in 1947. The circuit of consumption 
expenditure is often regarded as presenting few prob- 
lems of national income policy. The funds which are 
spent for consumption rarely disappear from the in- 
come stream. 

(Continued on page 32) 





















While the consumption circuit—by far the largest 
sector of the economy—is rarely the theatre of a de- 
struction of money, it is by no means stable and even 
under all circumstances. People’s desire for consumers’ 
goods varies a good deal with the state of their income 
and experience. After the war it was the intensity of 
the demand for consumers’ goods that gave its violent 
pace to the reconversion process. People have been 
spending their money for consumers’ goods as quickly 
as they could. Under the pressure of high prices (and 
the fear of higher prices) they hold less money in their 
pockets or their bank accounts. Money intended for 
consumers’ goods turns over faster than it ever has. 
And the absolute amount of money available has been 
materially increased by the extension of consumer 
credit in various forms, there being $6.6 billion out- 
standing in 1945, $10.1 in 1946, and $13.3 in 1947, with 
no appreciable change yet manifest for 1948. Clearly, 
the addition of over $3 billion a year to the flow of 
consumption expenditure, in the form of money sub- 
ject to rapid turnover, is an appreciable factor in the 
process of inflation. 


Problem of Taxes 


In the second place, people pay taxes—about 11 per 
cent of national personal incomes going into the state, 
local, and national treasuries as tax receipts. The total 
amount we paid for the services of all our government 
units in 1947 was $56 billion, and government pur- 
chases were $29 billion, about 10 per cent of the value 
of all goods and services supplied during the year. 
If the government spends its tax receipts for the serv- 
ices of mailmen and diplomats, for mimeograph ma- 
chines, atom bombs, carbon paper, and the other 
essential tools of modern government, the taxes reap- 
pear promptly as income again in the hands of those 
associated with government. Some payments by the 
government will not be so clear in their effect on in- 
come: the accumulation of reserves for social security 
purposes, for example, or for future obligations to 
veterans. The governments of the United States— 
national, state, and local—may withdraw from the 
stream of income more or less than the amount they 
put back. Governmental action can therefore be a 
decisive influence on the level of incomes, as it was 
during the war, or during the pump-priming days of 
the New Deal, or as it was until May 1, 1948, the date 
of the tax reduction, when the federal surplus alone, 
in relation to people’s income, had reached the rate 
of about $8 billion a year. 


Savings and Investments 


The third circuit for funds—the savings-investment 
circuit—is the most sensitive, complicated, and im- 
portant of the three. People do not spend all their 
incomes for consumption or for taxes. They put the 
rest into banks or insurance companies, into building 
and loan associations or into a pickle jar behind the 








loose brick in the chimney, into the stock market, o 
wheat futures, or government bonds. Sometimes thei 
savings are spent directly for permanent equipment 
to be used over a period of time. A man buys a new 
house, or a lawn-mower, or a deep-freeze unit. A cor. 
poration may spend its liquid funds for new equipment 
or-a new factory. More often, however, those who 
spend money for long-term purposes of this sort ar 
not the same people who decide to save. Corporations 
go to the banks or insurance companies or to the stock 
market for funds. Individuals borrow from their rela. 
tives, or from the banks or the insurance companies 
or from personal finance companies. When money js 
spent for investment purposes, it reappears promptly 
as income, in the hands of the people who work in 
steel, construction, chemicals, machine tools, and the 
other capital-goods areas of the economy. 

The most striking characteristic of the savings-in. 
vestment circuit is that it is almost never in balance, 
Our banking system has the peculiar and on the whok 
convenient capacity to create and destroy money. This 
magic is accomplished when banks make loans. The 
proceeds of the loans become checking accounts, on 
which borrowers can draw checks. Banks can make 
loans within broad limits established by their reserves, 
Since reserve requirements have frequently been 
changed by law, and can be altered under the present 
law by the Federal Reserve Board, even the limits of 
this process are movable. On the average, banks can 
create money in an amount up to about ten times 
their reserves, at the request either of the government 
or of individual borrowers. Since 1933, the reserve 
position of the banks has rarely been a restrictive 
factor discouraging the making of loans, and hence 
the creation of money. In many cases those who make 
the decisions to withdraw money from financial in- 
stitutions for investment purposes are not the same 
people who decide to “‘save”’ part of their incomes, and 
their decisions are made for altogether different rea- 
sons. The result is that in dollar volume the amount 
taken from our corporations and financial institutions, 
and spent for investment purposes, is almost never 
the same as the amount in dollars entrusted to those 
institutions as savings in the preceding period. Thus 
the amount of money returned to the income stream 
through investment spending may be greater or less 
than the dollar amount withdrawn from it as savings. 


When Investment Declines 


The relationship between the dollar volume of sav- 
ings and the dollar volume of investment spending 
in successive periods of economic activity is one of 
the most powerful single business forces determining 
the level of national income, and the state of trade. 
When business men fear the future for any reasof, 
or anticipate a drop in profits, their spending for 
plant, inventory, or equipment will drop. Thus the 
amount of investment spending may be less that 
the number of dollars originally saved. New issues 
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gcurities fall off. Bank loans are repaid, and new 
loans are not made. Corporate balances remain idle. 
In that case, less money returns to the stream of in- 
come than has been withdrawn from it as savings. 
Less money is offered for investment goods than had 
been anticipated. Inventories may build up. Invest- 
ment goods decline in price, and the capital-goods 
industries slow down in profitability and employment. 
Low profits and unemployment then spread from the 
capital-goods industries directly affected by the 
change in the volume of investments to all other 
industries. Fewer cars are sold in Pittsburgh, and 
fewer suits of clothes in the metal-working towns 
of Ohio and Connecticut. Unless the government 
acts to offset the decline in national income, or 
business expectations change, a downward move- 
ment begins, and may easily become a general de- 
pression. 

This was the essential fact about the Great Depres- 
sion of the thirties. From 1930 on, for several years, 
the dollar volume of investment spending was less 
than the dollar volume of savings withheld from the 
income of the preceding period. In consequence, na- 
tional income fell steadily. The economy was unable 
to reduce costs and prices enough to achieve full 
employment at the lower level of income. The cumu- 
lative drop discouraged anticipations of the future. 
There was no reason to expect costs to fall faster 
than prices. Prospects of profit remained poor. 


Unpopularity of Thrift 


The persistence of the tendency during the thirties 
persuaded some economists that it was an endemic 
and inevitable feature of capitalism. We suffered from 
maturity and old age, they said. There was an abso- 
lute shortage of investment outlets. We saved too 
much for the level of investment spending we could 
achieve, and the only remedy of policy, they urged, 
was to cut savings to the low level of investment ex- 
penditures. Higher taxes on the rich, who do most 
of the saving, were advocated as a means of cutting 
savings. Thrift was no longer a social virtue, and 
spending, especially consumption spending, was de- 
fended as a means to recovery. 

People mistook a symptom for the disease. Part of 
the error arose out of simple Marxism, part out of a 
misunderstanding of Keynes, part out of other popular 
confusions. Many business men and labor leaders 
thought the difficulty was that wages were too low, 
s0 that purchasing power was inadequate to purchase 
the output of industry. Yet wages are costs as well 
a purchasing power. When money wage-rates were 
taised, as they were during the first six months of 
1937, and the Government cut off its pump-priming 
deficits, we found that private investment incentives 
were inadequate to bridge the gap. The Recession of 
1937 resulted, and continued until the government 
intervened in 1938 to force the level of national income 
upwards once more. 


(ee 





For many persons, it was this general theory of 
over-savings, under-consumption, and economic stag- 
nation which led to the erroneous prophecies, popular 
in Washington and elsewhere during 1944 and 1945, 
that there would be eight million unemployed five 
months after V-J Day. 


Present Shortage of Savings 


Actually, our problem since V-J Day has been the 
obverse of our difficulty during the thirties. People 
have spent a larger share of their incomes than ever 
before for consumption purposes, and they have bor- 
rowed an extra $6 billion in consumer credit to help 
them consume even more. We have suffered from a 
shortage, not an excess of savings. We have discovered 
that the existence of investment opportunities is 
largely determined by the rate of increase of our 
national income in money. There were no profitable 
investment prospects when the national income was 
$42 billion, in 1932. There are too many for our 
resources with the national income at $200 billion 
and steadily going up. We have been spending more 
for investment purposes than the amounts of money 
people decide to save—that is, the amount they do 
not spend for consumption—in all forms. More money 
is returned to the stream of income as the result of 
investment spending than has been withdrawn from 
it as savings. Therefore the national income in dollars 
has been going up, despite the influence of government 
surpluses and other limiting factors. 

Where there is unemployment, such an excess of 
investment spending is the healthiest thing that could * 
happen. The increase in money income forces an 
increase in profits, attracting an increase in production 
and employment, and thus tending to offset price 
increases. “‘Reflation” of incomes under such circum- 
stances is one of the handiest ways we know about to 
make the capitalist system work. A program of refla- 
tion during periods of unemployment is the most 
important weapon modern governments have for 
helping to stabilize the economy. It is a good weapon, 
and if well used it can work wonders. 

But today we are abusing it. We are in the midst 
not of a planned reflation, but of an uncontrolled 
inflation. Our resources are about as fully employed 
as is comfortable in a democratic society. Further 
increases in profit cannot elicit much more production 
from any one. There are no substantial unemployed 
resources waiting to be bid back into prodution by the 
lure of higher profits. Yet the supply of funds keeps 
increasing, forcing prices and profits up, and putting 
most of the population under the pressure of deep 
anxiety. 


Forces Behind Inflation 


The central inflationary force in our lives is not 
high wages, or strikes, or farm prices, or foreign aid, 
(Continued on page 34) 
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or the absence of the O.P.A., but the quantity of 
money being spent by business and individuals, both 
for consumption and for investment purposes. Until 
we cut that flow, or greatly increase our production, 
every part of the economy will be under intense 
inflationary pressure. 

The only way we could greatly increase production 
now is by importing millions of immigrants, or by 
working longer hours. Immigration made us rich in 
the old days. But it seems politically impossible to 
reverse the revolution in our immigration policy 
which occurred in 1923. Our imports have increased 
somewhat since January 1, but at a time of world 
shortages we cannot expect imports to cure American 
inflation. The rate at which technology and the rate 
of capital accumulation can increase production is 
considerable, but not startling. It is estimated that 
the physical volume of output in 1947 averaged about 
one-third above the prewar maximum for agriculture, 
and about 75 per cent above the 1935-39 average for 
manufactured goods and minerals. Such an increase in 
a decade (averaging about 7 per cent a year) is not 
so dazzling as it seems, when one recalls that the 
1935-39 average was established with high levels of 
unemployment’ in the manufacturing and mineral 
industries. In any event, all that can be done easily 
to increase production by the shift of men and re- 
sources, by increasing hours of work, or attracting 
women into industry has been done. Unless we 
undertake labor mobilization, which is highly unlikely, 
from now on we can increase our output in physical 
terms only by working harder, by producing more 
machines, or more workers, or both. We can expect 
physical output to increase perhaps 3 per cent a year, 
but no more, if we maintain a very high level of 
savings and investment. 

We are unlikely to keep up even a 3 per cent rate 
of annual economic progress. The cost of living is so 
high that people are sacrificing saving for consump- 
tion. Savings in 1946 were less than half what they 
were in 1945, and in 1947 26 per cent less than in 1946. 
The trend is still downwards. In 1947 personal savings 
were estimated to be under $11 billion, compared with 
over $14 billion in 1946, and $29 billion in 1945. The 
less we save, the harder it will be to maintain a high 
rate of improvement in capacity through building 
new tools, factories, roads, and other forms of capital 
accumulation. 


Excessive Purchasing Power 


The over-all problem of national policy is to bridge 
the inflationary gap between the volume of incomes 
and the supply of goods, measured in prices we can 
accept as bearable. At this moment the volume of 
excessive purchasing power is so great that we cannot 
hope to cure inflation only by increasing production. 
If this is correct, we must try to achieve something 
closer to equilibrium by cutting expenditures. 

A few figures will sketch the dimensions of the 


problem. As of September 30, 1947, Americans hej 
about $243 billion, in the form of liquid claims. 
eurrency and bank deposits in the amount of $7 
billion, and government securities (apart from kol¢. 
ings by banks and government agencies) in the amour: 
of $72 billion. Taking only the most liquid of they 
assets—currency outside the banks and adjuste 
demand deposits—the quantity of money availab; 
was $110.5 billion. This is more than four times th 
prewar total, and represents a quantity of mone 
sufficient, at prewar rates of turnover, to support, 
national income of at least $350 billion to $400 billio, 
a year—almost twice our present inflated nation, 
income. This sum of $243 billion happens to be clog 
to the amount of the national government’s war deficit 
—about $223 billion. It is the sum the government 
borrowed during the war, $90 billion of it being raise 
by selling government bonds to the banks. Our easy 
and slipshod methods of war financing, with thei 
disproportionate emphasis on bonds rather than taxe 
or devices to compel individuals to save, created the 
base for the swollen money supply which is no 
plaguing us. 

The problem of inflation arises not only becaus 
we have an enormous supply of funds, but becaus 
we are spending those funds at a rate which exceed 
the rate of flow of our real income. In every part of 
the economy we are trying to make things at a pace 
which outstrips the supply or the potential supply 
We cannot build all the houses, schools, roads, railway 
cars, automobiles, factories, refrigerators, and summer 
camps we now want in one year, or five years. Yet we 
are trying our best to do it, so that in every market, 
and especially in the construction and capital-goods 
area, we find projects postponed, delayed, ore even 
abandoned for lack of supplies, and gray or premium 
markets developing in crucial items. 

Here is the nub of our trouble. We are trying to live 
beyond our real means. We are spending money 
faster then we can make goods. The only result is to 
force up the price of goods in an irregular pattem 
highly vulnerable to many pressures. 








Cut in Consumption or Investment 


There are two possible approaches to a solution 
One is to cut consumption. Cutting consumption 
would increase savings, and make available for capita 
purposes resources now being used for consumption 
Thus we could increase the rate at which we build 
equipment, and thus ultimately increase production 
through the use of additional equipment. The othe 
course would be to cut investment expenditures, and 
ration funds and resources for construction activities 
of all kinds. Cutting investment would slow down the 
rate of economic progress, but it would eliminate tht 
inflationary pressure which comes from actually 
spending more dollars for investment purposes that 
the dollar volume of savings previously withdraw 
from income. 


—— ad 
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The choice is not easy. Capital construction is the 
only way to achieve long-term improvements in our 
standard of living. As our economy develops and 
matures, its capital needs seem to become greater, 
not less. Depreciation and maintenance alone require 
staggering amounts of capital, and in periods of rising 
ptices we find that conventional depreciation allow- 
ances do not maintain our real productive capacity. 
So long as we operate at rising levels of money income, 
the system of private business, with great resilience, 
discovers many opportunities for investment and ex- 
pansion. Capital investment governs the rate of eco- 
nomic progress. The more we invest, the faster we 
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outcry of democratic life to make any exact balance 
impossible to reach or hold. But we must increase 
savings and cut investment expenditures hard, if we 
are to stop the inflation this side of catastrophe. 


Ways to Stop Inflation 


We have a good many techniques available for the 
purpose. 

There are various ways of reducing the inflationary 
gap which it is safe to predict we shall not try. For 
example, the flow of expenditures could be cut down 
effectively by doing what the Russians, or in less 
drastic form what the Belgians, did: call in the 
currency and freeze all bank deposits, issuing new 
currency and bank deposits on a fractional basis, so 
that a man would suddenly find that, instead of 
having $10,000, he had only $5,000. Even the Russians 
found this Spartan remedy unpopular with those 
whose savings were thereby abolished. The Belgians, 
and the French to a lesser degree, could undertake 
action of this direct kind to deflate the supply of 
money because inflation had been imposed upon them 
by the German occupation forces, and was recognized 
as a national menace. We created our inflation our- 
selves, and it seems out of the question to attempt 
to cure it in so drastic a manner. Similarly, a reimposi- 
tion of wartime retail price controls, which could not 
cut the inflationary gap, but could in part prevent 
the inflation of the money supply from having its 
full effect on prices, has become politically unthink- 


able, although a return to the martial mood may , 


make a new O.P.A. once more possible. On the whole, 
this is probably just as well; for price controls of 
the O.P.A. variety deal with the consequences of 
inflation, and not with inflation itself. Unless the 
flow of money incomes is brought under control, 
price fixing could only postpone, but not solve, the 
basic problem of disequilibrium between our money 
income and our real income. 


Practical Remedies 


What of the various more practical remedies which 
have been proposed? 

Limitation of wage increases is understandably 
popular, and desirable if, but only if, we make wage 
stability bearable by ending the pressure of inflation- 
ary incomes. Much nonsense has been written about 
wage increases as a factor in what is metaphorically 
called the inflationary spiral of wages and prices. 
Under many circumstances increases in wage rates 
have led to unemployment and deflation, and not to 
inflation. Wage increases are increases in cost. People 
will hire workers at higher wages only if they antici- 
pate prices which will be profitable at the higher wage 
levels. That is, higher wages can be won on paper by 
strikes, but they will be paid by industry only insofar 
as the general inflation of incomes permits them to be 

(Continued on page 36) 
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ernment® of everything necessary to build our national income 
& Taisel® in goods up to the level of $200 billion a year at prices 
Jur eas; 8 we can accept as normal. 
th their 
= es Too Much Spending 
is now Yet we cannot without social disaster sustain our 
present rate of spending $164 billion a year for con- 
becaus f sumers’ goods, $30 billion for government purchases, 
becausf and about $30 billion a year for investment purposes 
exceeds through private business, and in addition spend $5 
part of billion a year for foreign aid, and perhaps $15 billion 
- & pact # on armaments as well. Savings out of previous income 
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paid. Higher wages do not cause inflation. Sharp wage 
increases, not matched by changes in productivity, 
can be realized only because inflationary profits permit 
them to be paid. If the total flow of income were 
stabilized, higher money wages might very well arrest 
the process of investment, as in 1937, and cause un- 
employment. Money wage rates should be stabilized 
in order to minimize the tension inevitable in the 
adjustment of our society from one level of prices and 
costs to another. That process of revising all arrange- 
ments is cumbersome, expensive, and irritating. It 
almost inevitably involves basic changes in the rela- 
tions between classes and groups. To minimize the 
unnecessary hardships of this process, and to help 
arrest the upward movement in general, wage-stabi- 
lization agreements can make an important contribu- 
tion. But stabilizing wages will not of itself help to 
stabilize income, while we are spending more for in- 
vestment purposes than we have withheld from con- 
sumption as savings. Wages can be stabilized only 
when the national income is stabilized. 


Price-Freeze Weakness 


Similarly, a mass freeze of prices could at this point 
make no contribution to achieving stability. The prices 
which have gone up most in the last few years are the 
competitive prices beyond business control. No con- 
ference of business and agriculture could effectively 
hold down even the nominal prices of goods sold in 
competitive markets. And in monopolistic markets, 
we know very well that if a new car is sold at a re- 
strained price one day, it may be sold the next for all 
the market will bear. One of the curiosities of our 
recent experience has been that prices have gone up 
much less in monopolistic than in competitive markets. 
The basic reason for this, in all probability, is the 
wholesome fear of antitrust attack which prevails in 
industries dominated by a few large companies. All 
sorts of odd things have happened. The price of alumi- 
num, for example, has dropped, probably in con- 
siderable part as the result of a pending antitrust 
action against the Aluminum Company of America. 
New uses for aluminum have emerged in many 
parts of the economy, and even our war-swollen 
aluminum capacity is now short. In other private- 
ly controlled industries prices have not risen much, 
or have been slightly reduced from their postwar 
peaks. 

This perverse pattern of price behavior as between 
the various parts of the business system has helped to 
channel most of the inflationary pressure to the con- 
sumers’ goods area of the economy, so that the prices 
of food and clothing have gone up even more than 
might otherwise have been the case. There has been 
a distortion in the pattern of profits, and correspond- 
ingly in the demand for new capital. 

Price freezes and price controls are palliatives. The 
sounder course of policy is to siphon off or to 
neutralize the excess purchasing power of the economy, 





and then to depend on the functioning of competitiy; 
markets as our basic technique for controlling th 
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Dangers in Tax Cut 






Some of the remedies adopted for the inflation, like 
the tax reduction which went into effect in May, wij 
almost certainly make the disease worse—by increas. 
ing the supply of funds which people can spend jy 
trying to outbid each other for the fixed supply of 
goods and services. It is estimated that the new lay : 
will reduce personal tax liability by $5 billion, moy puthort: 
of which will be available to low-income groups ani free” 40 
will therefore increase consumption. The possibjegtoentru 
increase in savings as a result of the tax cut j@eUPS 
estimated to be less than $500 million. Other proposed ftechma 
remedies, like the curbing of speculation, woul On th 
represent a waste of time and effort. Many year done to 
experience with regulating the commodities markets gpandine 
and the securities markets indicates that while market Recent | 
manipulation can and should be forbidden as a fraud om Of 1 
speculation as such is incurable, and is on the whol gmoney 5 
helpful in facilitating the price adjustments of 2% POW 
market economy. tober of 

How can we handle our excess purchasing power) BYSteM é 
We can probably do a large part of the job by under. gments— 
taking to ration either credit, or capital goods, or both mated 1 

Credit can be rationed in one way by allowing gether 
interest rates to rise, above all for certain activities, gsumers’ 
like building, where the cheapness of mortgage funds! Ur 1 
now permits an effective demand for construction matched 
goods far in excess of their supply. Probably a rising § gover 
interest rate would not be a wholly satisfactory way gto. Th 
to cut down the demand for investment goods, for it [tte bank 
might well penalize residential housing at the expense which s] 
of fixing over store fronts, building bowling alleys 
and other forms of business construction favored by 
the tax laws. And a general release of interest rates 1s 
feared by some competent observers for its effect on 
the cost of servicing the government debt, and the 
possibility that if money rates rise, banks and individ- 
uals will sell or cash their government bonds on 2 
scale which will multiply the supply of funds and thus 
the inflationary pressure. At the present time the 
volume of government debt is so great as to dominate BP 0cess o 
all thinking about monetary and fiscal policy. The gments of 
distribution of maturities requires the Treasury to deposits, 
float new loans constantly, in order to retire or toptate ne 
refinance old ones. Thus any increase in interest rates mithout ¢ 
would increase the cost of Treasury borrowings. At banking 
the same time it would reduce the market value of f*tmoraliz 
bank and insurance company portfolios, a factor of how of i 
concern, at least, if not of injury The result has been j§étual say 
by general consent, the adoption of a policy of pegging cles pr 
government bonds at or above par, through the ™™Mécapac 
Federal Reserve System’s announced willingness ly the ore 
intervene and buy at any time if prices drop to suc altemativ 
a level. won was 
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Controls to Reduce Investment 


The simplest and probably most effective procedure 
for cutting the flow of investment would be to prohibit 
ettain classes of construction altogether for an ex- 
timental period. The total prohibition of certain 
wctivities—like the making of cars and refrigerators 
during the war—proved to be one of the most effective 
ontrols we have ever used, and one of the simplest 
o administer. It might be supplemented, if necessary, 
ly a system for allocating steel, and perhaps a few 
ther key commodities, to uses deemed most urgent. 

ile a joint resolution of the Congress in December 
wuthorized the use of allocation procedures, little has 
heen done so far under the law. Its basic weakness is 
oentrust these great powers almost entirely to private 
soups, a grant of authority so broad as to make the 
echnique not only dangerous but unworkable. 

On the side of banking policy, a great deal may be 
done to reduce the rate at which bank loans are ex- 
panding, and perhaps to reduce their absolute volume. 
Recent increases in bank loans to business have been 
one of the largest components in the increase of our 
oney supply, and in the creation of excess purchas- 
ing power. “From the beginning of 1946 through Oc- 
tober of 1947,” Mr. Eccles has reported, “the banking 
yystem as a whole has increased its loans and invest- 
ments—other than Treasury obligations—by an esti- 
mated 12 billion dollars.” This expansion of credit, 
together with imports of gold and the increase in con- 
sumers’ credit, was the primary source of the increase 
in our money supply. Since that increase was not 
matched by a corresponding volume of private savings, 
of government hoarding, it added to the fire of infla- 
tin. The process of private credit creation through 
the banking system is one of the sources of infiation 
which should be controlled directly and. forcefully. 


Limits on Bank Loans 


Special devices to limit the amount of bank loans, 
tither by increasing reserves or by increasing interest 
tates, seem urgently required if balance is to be re- 
stored. Increasing the gold-reserve requirements for 
currency, which has been suggested in Congress, would 
have no effect on bank loans, and could not arrest the 
process of inflation. But increasing the reserve require- 
ments of the banks, against their demand and time 
deposits, could quickly limit the banks’ capacity to 
treate new money by making loans. It is not a policy 
Without danger, as we learned in 1936 and 1937, when 
tanking action to offset a feared inflation helped to 
imoralize the securities markets, and thus cut the 
How of investment spending far below the level of 
actual savings, helping to precipitate a depression. Mr. 
tes proposed special measures to restrict the lend- 
ing capacity of the banks in December, 1947, principal- 
ly the creation of special reserve requirements, as an 
alternative to allowing interest rates to rise. His posi- 
‘an Was strongly opposed by leading bankers, who 


agreed with his analysis, but feared the effect of his 
medicine on the sensitive—not to say neurotic—struc- 
ture of business and stock-market opinion. They insti- 
tuted a campaign for voluntary limitation of bank 
lending, in order to make Mr. Eccles’ bitter pill un- 
necessary. At the same time, Mr. Eccles was demoted 
as head of the Federal Reserve System, and President 
Truman ultimately indicated that he would not sup- 
port Eccles’ plan. While the pressure of increased bank 
lending has abated somewhat in the first few months 
of 1948, that tapering off may have been associated 
with the recent weakness of the markets, and holds out 
no hope that the renewed inflationary spurt associated 
with reduced tax collections, and increased armament 
and Marshall Plan spending, can be met without a 
further inflationary response from the banks. 


Pressures on Interest Rates 


The paradox of our present position is that no one 
is now willing to try higher interest rates as a means 
of cutting down the volume of investment spending. 
While price is the traditional rationing device of 
capitalism, in the market for money—the most central 
of all markets—almost all bankers and students are 
afraid of the consequences of allowing interest rates 
to rise, and bond prices to fall correspondingly, with 
all that might follow for stock prices and business 
anticipations as to the future. The volume of govern- 
ment debt is too great, the cost of government 
financing too serious, the stake of the banks and 
insurance companies in the continued par value of 
governments too controversial, to permit uncertain 
men to take the risks of a free market for funds. The 
result is that while all other prices have risen 50 per 
cent or more, the price of money has been kept low, 
and has advanced by only an inconsiderable fraction 
since 1945. In consequence, rationing devices less 
drastic than price may have to be developed to cut 
down the flow of borrowings which have swollen both 
consumption and investment expenditure. 

One approach to a solution would be to make a large 
part of the outstanding government debt perpetual 
“consols,” as in England, without a maturity date, 
which would reduce the volume of Treasury borrow- 
ing operations. Another would be to restrict certain 
types of consumer credit or investment activities 
altogether, which would automatically reduce the 
demand for bank loans to carry them. Through one or 
a combination of these precedures, monetary and 
banking policy will have to try to cope with the flood 
of money, if, as is anticipated, 1948 sees a new 
acceleration in the pace of inflation. 

The process of terminating an inflation without 
plunging into a depression will require delicate and 
imaginative management by the federal government 
and by the banking authorities. It is the special 
responsibility of the Council of Economic Advisers 
under the Employment Act of 1946 to keep the entire 

(Continued on page 38) 
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operation under continuous review. All the varied 
resources of the government for influencing the flow 
of national income have to be used in concert if we 
are to avoid disaster. The cut in taxes should certainly 
be reversed after the election, and surpluses hoarded, 
or used to reduce banking reserves, until we are much 
closer to the end of inflation than we are today. Debt 
retirement should be handled in ways which decrease 
the loan potential of the banking system. The re- 
sources of banking policy should be employed vigor- 
ously and selectively to help cut down the inflationary 
gap. The government must stand by, ready to cut 
taxes promptly, and to ease its controls, as the rate of 
flow of income once more approaches the rate of flow 
of goods and services available to the American public 
at acceptable prices. 


Where New Deal Failed 


The choice of policies with which we attempt to 
meet the inflation will have long-run consequences 
to our economic system, and to our political and social 
life. The long-run consists of an accumulation of 
short-runs. And in choosing among alternative ap- 
proaches to the challenge of inflation, it is vital to 
weigh a series of issues which come close to the 
ultimate question of how to manage a system of 
capitalist democracy without imperiling freedom. If 
we undertake to deal with the pressures of inflation 
by organizing business, labor, and agriculture into 
government controlled or sponsored syndicates, code 
authorities, or cartels, in the image of the N.R.A. or 
even the O.P.A. we shall be moving along a dangerous 
path, from which it will be difficult to turn back. By 
such a policy we would strengthen the forces of 
monopoly, restriction, and of irksome, clumsy, and 
ineffective governmental controls. That was the choice 
made by implication in the anti-inflation Resolution 
passed by Congress in December, 1947, under which 
industry is authorized to form itself into a series of 
trade associations, vested by law with compulsory 
powers of allocation. If, on the other hand, we 
eliminate the inflationary pressure of excessive pur- 
chasing power directly, we can leave the detail of 
business decision to the bargaining of business and 
labor, and protect ourselves from the risk and struggle 
of embarking on the vast and cumbersome effort of 
allocation and price fixing on a national scale. 

One can see the contrast between these two alterna- 
tive courses of governmental economic policy in the 
experience of the New Deal. 

The first condition of success in facing the job of 
national economic policy in 1948 is to understand the 
economic failure of the New Deal. The New Deal was 
an economic failure in terms of its own ideals and 
purposes, not those of the National Association of 
Manufacturers. It failed by liberal, not by reactionary, 
standards. 

The New Deal proposed a program of reform and 
recovery. It undertook to provide business with an 


environment in which profits could be made ay 
resources fully employed, while important chang, 
were accomplished in the structure of social life, 0; 
the most fundamental plank of its program—t, 


elimination of unemployment—the New Deal maf 


several hopeful experiments, as well as several diy 
astrous errors, but it did not deliver the goods. VW, 
had chronic mass unemployment until the war boop 
started, and in 1937-1938 we had a violent depression 
as sinister as the depression which began in 1929, 


Where New Deal Succeeded 


With the correction of perspectives which coma 
with the passage of time, most middle-of-the-roa 
opinion in the United States, including busines 
opinion, would probably agree that the New De 
accomplished many things of great importance m 
the front of economic policy. It brought about a peace. 
ful revolution in the status of labor, achieving fo 
free trade unions a new and wholly desirable strength, 
security, and dignity. There are new problems o 
monopoly and abuse of power in the new freedom o 
unions; but few people would consider solving such 
problems by abolishing the unions. The New Ded 
established a social security system, a step long over. 
due in American life. The insurance of bank deposits, 
the control of fraud in the securities markets, the 
Trade Agreements attack on the tariff, the Fair Labo 
Standards legislation, the cheapening of utility rates, 
the reform of the Bankruptcy Act, the attempt to 
renew the antitrust laws, the experiments represented 
by T.V.A., F. S. A., and a variety of other activities 
all have left the mark of ebullient and humanitarian 
liberalism on the structure of the economy. Regional 
planning was given great impetus by the T.V.A., and 
the study of economic problems pushed forward by 
the National Resources Planning Board and by the 
T.N.E.C. 

Above and beyond these details, the Roosevelt 
Era convinced the American people that depressions 
were not acts of God, but events subject to human 
control, and specifically the business of government 
policy. And, with its groping and erratic attempt 


to perfect the unbalanced budget as a control def 


vice, the New Deal began the process of develop: 
ing the most promising (as well as the most 
dangerous) anti-depression therapy we know any: 
thing about. 

But on the most important of all its economit 
problems—achieving full employment—the New Deal 
failed. That it failed is not an indictment of the 
attempt. The important thing today is to avoid likt 


failure again. It will be easy to repeat the errors olf 





the thirties during the forties and fifties, for they 
the th 


problems have not greatly changed. 


The basic reason for the economic failure of tht 


New Deal was the inadequacy of its economic think 
ing. Its intentions were admirable. While busines 
harassed the government, it did not substantially 


— 
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interfere with the development or execution of its 
programs. On the contrary, business was enormously 


| sponsive to the stimulus of profit, so long as profit 


continued. 
The root and source of the difficulty were intellec- 
tual. Many New Deal programs rested on a mistaken 


‘analysis of the way in which our society works. The 


New Deal dissipated its first moment of hope and 
energy on the foolish and destructive project of the 


suppressing the promising recovery started by public- 
works spending. It invested great efforts in raising 
money wage rates, although sharp increases in wage 
costs cut incentives to invest, at a time when expansion 
of investment was the only path to full employment. 
It handled its tools of constructive action, like the 
public-works program, slowly and with vacillation, so 
that we failed to get full returns from the project, and 
often found our advance canceled or offset by the 
negative effect of some other governmental program. 

The great obstacle to the effective management of 
economic affairs is not institutions, but ideas. There 
is no secret mechanical flaw in the capitalist system 
which makes a new depression inevitable, or even very 
likely. The economy in which we live is perfectly 
capable of working, and working well—better, prob- 
ably, than any other kind of economy we know about. 


Lessons From Experience 


But to make it work we have to reach agreement 
on some of the urgent lessons of our recent experience. 
Perhaps the first is the connection between work and 
wages: that when we are fully employed, it is danger- 
ous to circulate more money without producing more 
goods. The second is that we are poor, and not rich, 
in terms of the standard of life we wish to achieve, 
and that economic progress will require for us a high 
rate of savings and investment—of building factories, 
and roads, and machine tools, and power plants—and 
not simply turning on the spigot of plenty. What our 
experience since the end of the war proves is that a 
high level of national income in money creates the 
opportunities for profit which can and will sustain a 
high level of private investment, and thus sustain 
periods of old-fashioned business prosperity. We have 
learned that at high levels of national income we suffer 
not from overproduction, but from shortages in every 
area of demand. It should now be clear that the Amer- 
ican economy is not subject, at high levels of income, 
to a chronic lack of investment opportunities, which 
makes thrift a social vice, and extravagance a social 
virtue. Our economic system is only as senile as we 
want to make it. 

The third and perhaps the most important of all 
the things we have to learn is that two parts of the 
government’s policy are of crucial importance to the 
whole process of controlling and stabilizing the level 
of national income, and thus the state of trade: how 
much the government takes from the public as taxes 


a 


or bond receipts, and how much it spends, on the one 
hand; and, secondly, how much money the banking 
system creates or destroys as it expands or contracts 
credit. These controls of the budget and of the mone- 
tary policy can be developed and refined as they are 
used. Government guarantees of private investment, 
for example, or other forms of subsidy to private 
investment, are often more effective, cheaper, and 
more useful than direct public spending. Flexibility of 
tax collections may work more speedily than elaborate 
spending programs to alter the size and flow of the 
national income. 

These fiscal and monetary controls can be used 
effectively to influence the environment within which 
business life is carried on. They are strong and poten- 
tially effective controls. But they are “remote” con- 
trols, as compared with O.P.A., N.R.A., and other 
forms of direct administrative supervision which touch 
the individual in his daily affairs. These are instru- 
ments of “planning” which do not threaten the pattern 
of broad freedom and widely dispersed power charac- 
teristic of our economic and political systems. Their 
employment would not serve to concentrate complete 
economic power in the state, nor to reduce our ultimate 
opportunities of social democracy and freedom. Con- 
trol measures of this order should be the principal 
reliance of capitalist democracy in seeking to meet the 
universal demand for economic security and economic 
progress. For they represent the kind of governmental 
controls which promise our society its best chance of 
success on the economic front without ceasing to be 
either capitalist or democratic. 


We are committed by the whole of our recent ’ 


political experience, and specifically by the Employ- 
ment Act of 1946, to a policy of trying to maintain 
high levels of employment, within the general system 
of private competitive enterprise. Any program of 
keeping the economy working at high gear can expect 
to run into periods of some inflationary strain. If 
we approach problems of inflationary pressure by 
mobilizing business and industry into solid phalanxes, 
easily subject to central direction of price and output, 
we shall indeed have taken a long and even revolu- 
tionary step towards changing our basic concept 
of how the economy should be organized. Some ob- 
servers, including Beveridge, seem to think that plan- 
ning to maintain the level of investment and employ- 
ment necessarily leads to such detailed state direction 
of price and production policies in individual enter- 
prises. The case is by no means conclusive. If we 
deal with inflation by controlling the supply of 
capital funds, we should be able to do two things. 
We should be able to keep national income flowing 
at rates which assure us high employment and produc- 
tion. And we should be able to do it without returning 
in peacetime to the kinds of direct and detailed 
government controls exemplified by the N.R.A. or 
the O.P.A., which in the long run could threaten the 
whole balance of power, as between the state, labor, 
and private business, in our social order. 
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Representative Thomas and Senator Ferguson, Spy Hunters: 


Methods and Motives of Congressional Investigations 


Out of a stormy investigation of al- 
leged Communists and Russian spies, two 
congressional committees have emerged 
with a political issue for the 1948 cam- 
paign. This issue is one that President 
Truman already is attempting to meet. 

It rests on the charge that radicals, 
subversives, Russian sympathizers have 
held high Government offices during the 
Roosevelt and Truman administrations. 
Beyond that, the committees have shown 
that Communists maintained —under- 
ground espionage rings in Washington 
during the war, raising the question of 
how such pro-Russian operatives should 
be dealt with in the future. 

The American public has learned of 
these things through big and scary head- 
lines. Now, it also is learning that some 
of the findings of the committees are in 
dispute, that, where some accused indi- 
viduals are concerned, the evidence is 
considered far from conclusive. There 
are charges that the motive of the in- 
quiries is fundamentally political. Presi- 
dent Truman asserts that basic American 
rights have been infringed. Many other 
persons, however much opposed to Com- 
munism, are troubled at the procedures 
that have been used. 

Nevertheless, the issue is there. It and 
the surrounding dispute draw attention 
to the men who did the investigating. 
In particular, two men are concerned: 
> J. Parnell Thomas, Republican Repre- 
sentative from New Jersey, an implacable 
red hunter, who accuses Mr. Truman of 
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concealing facts on Communist spying. 
Mr. Thomas is chairman of the House 
Committee on Un-American Activities. 
He has been a member of the Committee 
since it was organized under Represen- 
tative Martin Dies in 1938. 

> Homer Ferguson, Michigan Republi- 
can Senator, who is an old and tenacious 
hand at investigating the Roosevelt and 
Truman administrations and who_ has 
been hinting of impeaching the Presi- 
dent. Senator Ferguson heads a subcom- 
mittee empowered to investigate what- 
ever it chooses in the executive branch 
of the Government. 

Observers who have tried to look judi- 
ciously at the work of these men are 
quick to applaud the disclosure of Com- 
munist activity. The question of the loy- 
alty of Government employes and officials 
is considered of great 
these disturbed times. 

But how loyalty can be ascertained 
with fairness to those who may be 
wrongly accused of Communist affiliation 
or sympathy has become a much-dis- 
puted question. The Administration has 
tried to find the answer through a system 
of quiet -investigations. Mr. Thomas’s 
methods, however, are very different. 


The Thomas Committee. Much dis- 
satisfaction has been expressed regarding 
the Thomas Committee. Such criticism 
centers principally on one point, this 
matter of fairness. Critics of the Commit- 
tee assert that too often innocent persons 
have 


been denounced as Communists 


—Acme 
REPRESENTATIVE MUNDT 
The headlines were big and scary... 


importance in 


from the witness stand. Once denounced 
the accused person can only issue a de. 
nial that may or may not be convincing 
to the public. 

This situation was dramatized by the 
recent case of Harry D. White, forme 
Assistant Secretary of the Treasury and 
one of the drafters of the Bretton Wood 
Agreements, Mr. White was accused 9 
giving information to a Communist sp) 
ring and of working to put Communisi 
in important jobs. He denied the charge 
before the Committee. A few days late 
he died, and, where the public general 
is concerned, his reputation rests upon 
his word as against that of his accuser, 

There has been much criticism, too. 
that the Committee has used slipshod 
methods, has accepted hearsay testimon 
and other evidence that would not be 
admitted in a court of law, has brow. 
beaten witnesses, has failed to protect 
witnesses and others in their constitu. 
tional rights. There also have been com. 
plaints that the Committee acted without 
hearings. 

In a recent case, a member of the 
Committee said to the press that Dr 
Edward U. Condon, director of the Na- 
tional Bureau of Standards and a dis- 
tinguished atomic physicist, was a poor 
security risk. Dr. Condon was cleared by 
the Atomic Energy Commission, but 
never was given a chance to answer the 
accusation before the Committee. 

New Dealers and Truman Administra- 
tion officials always have felt, too, that 
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the Committee was stacked against them, 
in that most of its Democratic members 
were anti-New Deal Southerners, such 
4s Mr. Dies, the first chairman, and Rep- 
resentative John E. Rankin of Missis- 
sippi, who is still a member. 

There also has been much objection 
to the famboyancy of many of the Com- 
mittee’s hearings, its penchant for spec- 
tacular headlines, and to its issuance of 
advance statements describing plans 
that later were not carried through. 

The chairman. Mr. Thomas runs the 
Committee with a firm hand. He usually 
strides into the Committee room carrying 
two gavels, because he once broke one. 
He brooks no recalcitrance from wit- 
nesses or Others. Stout and florid, he 
reddens, bristles, bangs his gavel and 
goes on to the next question. 

He was born J. Parnell Feeney, but 
later took his mother’s name, Thomas. 
After service in World War I, he worked 
as a bond salesman and then went into 
the insurance business in Allendale, N. J. 
He entered local politics and held a suc- 
cession of increasingly important offices, 
util, in 1936, he was elected to Con- 
gress. A safely Republican district kept 
him in the House ever since. 

At 53, he is round faced and bald, He 
likes hunting and gun collecting. His 
Allendale home is a colonial house that 
Mrs, Thomas, a former interior decorator, 
has furnished with antiques. He also likes 
good living, but, due to stomach ulcers, 
has had to give up rich foods, cigars and 
alcohol in recent months. 

Under Mr. Thomas’s direction, much 
of the work of the Committee is done by 
Robert E. Stripling. He, too, has been 
with the Committee from the outset, 
except for a wartime hitch in the Army. 
He now is chief investigator, and, al- 
though sometimes referred to as the 
Committee’s counsel, he is not a lawyer. 


oy 
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He sorts out the many leads that are 
furnished to the Committee, runs down 
those that seem promising and suggests 
courses of action to Mr. Thomas. When 
an important subpoena is to be served, 
Mr. Stripling attends to it. 

The House and the Committee. De- 
spite criticisms of the Committee that 
have continued over the years, the House 
has kept it going and supplied it with 
ever-increasing funds. Even Congress- 
men who privately find fault with the 
Committee do not like to vote against 
these sums, for such action might be 
interpreted in their districts as support- 
ing radical activities. In addition, the 
Committee always has been ready to 
characterize its critics as Communist 
sympathizers. 

In all, the Committee has been given 
$1,050,000 to spend. Its authorization for 
the current year is $200,000, twice as 
much as in any previous year. 

Legislation. The Committee’s stand- 
ard response to criticism is that its pur- 
pose is to furnish the basis for legislation. 
In its ten years of life, however, it is 
pointed out, no legislation has been 
enacted, although the House last May 
passed a Communist-control bill written 
by two of the Committee’s members, 
Representatives Karl E. Mundt of South 
Dakota and Richard M. Nixon of Cali- 
fornia. The measure did not come to a 
vote in the Senate. 

Mr. Ferguson‘s work. Few complaints 
of unfairness are leveled at Mr. Ferguson. 
When he and his subcommittee entered 
the spy inquiry, he had carefully defined 
the field of his investigation. It was con- 
fined to the one point of how it came 
about that a man whose loyalty was un- 
der investigation had been hired for an 
important Commerce Department job. 
Testimony of his main witness, who later 
released a torrent of charges before the 
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--. but some of the findings were in dispute 


Thomas Committee, was confined to the 
one official in question. 

Senator Ferguson is a lawyer and for- 
mer judge, who was elected to the Senate 
on the strength of broad investigation of 
Detroit civic affairs that sent many ofh- 
cials and underworld characters to jail. 

In the Senate, he has been a _ pro- 
nounced anti-New Dealer. His investiga- 
tive talents were given play as a member 
of the war investigating committee once 
headed by Mr. Truman. In the Pearl 
Harbor hearings, for days, he peppered 
General George C. Marshall, then Chief 
of Staff, with questions pointed at in- 
volving the Roosevelt Administration 
with responsibility for that disaster. 
Later, he was one of two members of the 
Pearl Harbor Committee who signed a 
minority report insisting that Mr. Roose- 
velt and those around him were to blame. 

Conceding Senator Ferguson’s careful 
preparation and essential fairness, Dem- 
ocrats nevertheless contend that he plays 
politics with his inquiries. Mr. Ferguson, 
of course, denies it and calls the Presi- 
dent’s “red herring” statement “politics.” 
At present, he is in a battle with the 
President and the Justice Department 
over the Administration’s refusal to turn 
over to him documents on the employ- 
ment record of the former Commerce 
Department official. This was the basis 
of his recent speech on impeachment. 

Such is the dispute that sharpens the 
issues of radicals in the Government and 
of how to control Communist spies. On 
the first point, Mr. Truman contends that 
his loyalty program has worked success- 
fully and that no presently ‘active official 
has been named in the committee testi- 
mony. On the second, the question is 
being raised whether a_ congressional 
committee, with all its publicity, is a 
proper instrument for running down sub- 
versive elements. 
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EFFECTS OF NEW PRICING PLAN 


Reported from NEW YORK, DETROIT, SAN FRANCISCO and WASHINGTON 


Switch to f.o.b. pricing is hit- 
ting industry all down the line. 
Scrambled pricing system in steel 
and cement means ruin for some 
manufacturers if boom ends. 
Others gain advantages. 

It means higher prices for some 
finished goods, too. 

Pressure is building up on Con- 
gress to restore old-style pricing 
system. It may bring a revamping 
of antitrust laws. 


Kickback against the change occur- 
ring in methods of quoting prices for 
steel, cement and several other prod- 
ucts is growing in volume and impor- 
tance. There is a chance this kickback 
will lead Congress in 1949 or 1950 to 
permit industry to return to pricing 
methods used in the past. 

The issue is whether industry should 
be permitted to quote prices on a basis of 
delivery to the customer from key cities, 
or whether prices should be quoted at the 
mill or factory, with each customer pay- 
ing the freight to his own location. Steel 
and cement prices, like many others, ‘n 
the past were quoted on a delivered basis 
with prices uniform in designated areas. 
Now steel and cement prices are quoted 
f.o.b. mill, and there is widespread un- 
certainty about the fate of pricing 
methods in other products. 

The change in pricing methods, even 
during a boom, is having a sharp impact 
that is alarming many businessmen. The 
result is growing pressure on Congress 
to revise antitrust laws in a way to assure 
that producers can return to use of de- 
livered prices, possibly under some 
supervision. A special Senate committee 
is about to begin a study of the problem. 
Senator Homer E. Capehart (Rep.), of 
Indiana, is chairman. 

The unfolding story of what the 
pricing change means is told by business- 
men in interviews, and in letters pouring 
in to Congressmen at Washington. 

A manufacturer in Michigan, tor 
example, describes the outlook for some 
steel fabricators, under f.o.b.-mill pric- 
ing: “Our major supplier of sheet steel is 
in the Pittsburgh district. On an f.o.b.- 
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mill basis we have to pay $11.20 a ton 
freight on all our sheet steel. One of our 
leading competitors (in the Youngstown, 
O., district) now purchases his steel for 
$10.40 less per ton than we do. This 
gives us a 10 per cent disadvantage in 
our basic raw material . . . a problem 
we can’t live with under any conditions 
except boom times.” 

A metalware manufacturer in Mis- 
souri has a similar story: “Our having to 
pay full freight from Pittsburgh means 
an increase of more than 10 per cent on 
sheet-mill products such as we use. Our 
suppliers with whom we have been deal- 
ing for 46 years are all located in Pitts- 
burgh district. During the past few years 
while steel was so short we were unable 
to contract with any nearby mills such 
as Gary, Ind., or Granite City, IIl., be- 
cause we were not old customers. The 
fact is then that we must pay this in- 
crease, which compels us in turn to 
advance our selling prices.” 

A California manufacturer says this: 
“We will be forced to pay higher prices 
for practically all the steel we purchase. 
This extra cost will definitely be passed 
on to the jobbers who handle our prod- 
ucts. Also—we in our turn have been al- 
lowing certain freight charges to jobbers 





who handle our products in Louisiay § 


New York, Illinois and many other State 
It is only by this method that we hay 
been able to compete in those areas’ 
Now, this company will be unable 
absorb such freight charges and ma 
havé to withdraw from Eastern markek 

Pricing change in cement is wp 
setting the fortunes of many a compan 
selling building materials. 

A company president in 
points out: “The building industry hey 
and elsewhere is now paying consider. 
ably higher prices for cement. There i 
no competition now. One cement manv- 
facturer having the lowest freight rat 
has a monopoly in his particular territoy 
Since this ruling the only cement we hav. 
been able to obtain has come from a 
distant mill, costing us 21 per cent more. 

An Arkansas company adds: “The 
basing-point system furnished us cement 
at cheaper prices. The new system has 
caused us to pay 20 cents more per sack 
than we were paying.” 

In other industries, where pricing 
is unchanged as yet, businessmen ar 
clamoring for legal assurance against en- 
forcement of f.0.b.-mill pricing. 

A plumbing-equipment distributor 
in Florida, for instance, declares: “Prac. 
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STEEL READY FOR SHIPMENT 
... the farther it travels, the higher the price 
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tically every item we handle will be af- 


plumbing fixtures from Wisconsin. If we 
are forced to buy f.o.b. the point of 
manufacture, rather than on a delivered 
price, we shall not be able to compete 
with our competitor who buys from a 
plant in Kentucky. We can’t buy from 
the nearest supplier because few manu- 
facturers are in a position to take on 
new accounts.” 

A match company in Ohio reports 
this prospect: “We have only one plant 
while our main competitor has five 
plants in different parts of the country. 
If it is finally decided that delivered 
prices are illegal it will practically put us 
out of business because two competitors 
plants are located near us and all three 
of these plants will be fighting tor busi- 
ness in the territory and we won't be able 
to get enough to keep us in operation.” 

A manufacturer of corn products in 
Illinois insists that “stopping freight ab- 
sorption would tremendously dislocate 
placement of business and leave the pro- 
ducer who is favorably situated treight- 
wise in command of markets.” 

These are samples of the complaints 
reaching Congress so tar. If f.0.b.-mill 
pricing is extended to all products, as 
some people fear, nearly all of the 82,000 
manufacturers and 36,000 wholesalers in 
U.S. will be affected. There will be 
drastic changes in pricing methods, costs, 
profit margins and sales opportunities. 

Some companies will be hurt in that 
event. Other companies will be in a posi- 
tion to reap unexpeeted profits. Some in- 
dustrial areas will attract new industries 
at the expense of other areas. That in 
tum will set up new problems of indus- 
trial concentration and strategic defense. 

Present situation shows the sort of 
scrambling touched off by the new pric- 
ing plan. 

Producers of steel and cement are 
busy figuring out what to do when a 
buyers’ market returns. Now, because of 
the shortage, steel and cement mills find 
buyers willing to pay for long freight 
hauls. Normally, the supplier nearest the 
user will get orders because freight costs 
will be lower. 

Preparing for return of competition, 
several steel producers in the Pittsburgh 
district already have asked railroads to 
cut freight rates 40 per cent on steel ship- 
ments into Detroit and New York. And 
another steel producer cut prices at the 
mill on 21 products to maintain his com- 
petitive position on those items. 

As competition increases producers 
will feel greater pressure to move closer 
to their markets. Such relocation will be 
limited by the fact that steel, for example, 
must be produced where coal and iron 
ore are plentiful. But growth of steel- 
making facilities outside Pittsburgh will 
be fostered, especially where already in 
existence, as in Detroit, Chicago, Balti- 
more and Birmingham. Perfection of a 
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and 
SOUTH 
AMERICA 
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You can travel all over the world 
...by telephone 


For business, you’ll find it pays to telephone abroad. 
You’ll value the time-saving efficiency which back-and- 
forth conversation can add to overseas transactions. 
You can ask and answer questions without delay... 
reach decisions .. . be sure of complete understanding 
—all in one call. 


If you are calling friends or relatives overseas, you’ll 
enjoy hearing familiar voices and appreciate the per- 
sonal “‘visits’” which the telephone makes possible. 


All calls are person-to-person. And they’re easy to place. 
Just say to the Long Distance operator, ‘(| want to make 
an overseas Call.” 


BELL SYSTEM OVERSEAS TELEPHONE SERVICE 
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1920—This Kearney and Trecker Milling 
Machine was one of the first to use 
Twin Disc Clutches, 


1948— Advanced in design, the 
current Kearney and Trecker Milling 
Machine still uses Twin Disc 

Clutches, 


win Disc’ Wypp 


Kearney and Trecker Corporation, Milwaukee, Wisconsin, used 
Twin Disc Clutches on its machine tools, as early as 1920. 


Kearney and Trecker still uses Twin Disc Clutches in 1948. 


During the past 30 years, leading manufacturers of 

equipment for construction, logging, marine, petroleum, locomotive, 
farm implement, engine and machine tool industries have 

found Twin Disc Clutches and Hydraulic Drives 


efficient units for power transmission. 


Twin Disc CLutcH Company, Racine, Wisconsin 
(Hydraulic Division, Rockford, Illinois). 


' Power Take-oft* Marine Gear 





Machine Tool 
Clutch 





Twat 


CLUTCHES AMD/HYDRAULIC DRIVES 
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Special Report 


new method of casting steel promises 
give additional impetus to new steed. 
production centers, ? 

West Coast and Utah steel centers ay 
being helped by these developments 
too, with danger of competition frop 
Eastern producers practically eliminated 

Fabricators’ rush to get nearer the 
steel supply, however, probably will } 
greater, over all, than other relocatig, 
movements. The rush is on already, 4 
Chicago bridge company is building , 
$5,000,000 plant near the Provo, Utah, 
steel plant. A West Coast iron-pipe com. 
pany will spend $2,000,000 on a plant 
at Provo, Another $1,000,000 plant js 
known to be planned for that neighbor 
hood. 

A Wisconsin firm supplying radiators 
to auto manufacturers is moving some of 





ee , 





“—Harris & Ewing 
SENATOR CAPEHART 


... the law was studied 


its operations to California, to suppl 
local auto-assembly plants there. Ford 
Motor Co. is increasing its West Coast 
purchase program, now $30,000,000 a 
year, to $50,000,000 a year in order to 
include malleable-iron castings, radios, 
door panels, tail pipes. 

In the East, many steel fabricators 
have tried to buy plants near steel mills, 
but are slowed up or halted by high 
prices and other hurdles. A producer o! 
shafting for screw machinery moved his 
plant to Hammond, Ind., next door to the 
steel center of Gary. A major manufactur 
er of auto parts bought a plant in Me 
Keesport, near Pittsburgh, for making 
auto and truck wheels, rims and brakes 
A Jersey City, N.J., manufacturer is 
looking for a plant near Pittsburgh where 
he can move his tank-fabricating bus- 
ness. A leading steel producer has set up 
an industrial-development division to at 
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vise customers on relocating their plants 
to save freight. 
Machinery makers in New England are 


‘feeling the effects of f.o.b.-mill pricing 
hin steel. Some predict a shift to Pitts- 


burgh unless conditions change. The 


‘machine-tool industry, with scattered 


plants, is less vulnerable to the pricing 
change. The Big Three of auto manufac- 
turing, with an expanding national net- 
work of assembly plants, are better able 
to adjust to the new freight and cost 
problems than small auto companies. 
Evidence of the effect of f.o.b.- 
nill pricing, where applied, is giving 
most of the business world the jitters. The 
change in prices and costs will be felt 
more widely and more keenly as a buyers’ 
market returns in various steel products. 
Under normal competitive conditions, a 





—Harris & Ewing 
COMMISSIONER FREER 
... the law was invoked 


change of a few cents per unit in freight 
costs or material costs can make the 
difference between profits and losses. 

But uncertainty as to pricing methods 
is to continue for some months at least. 


| No congressional action is possible be- 


fore next January. Even then, speedy 
passage of a new law on the complicated 
pricing subject is not generally expected. 
Senator Capehart’s committee hopes to 
gain time by opening hearings on the 
problem in November. Businessmen are 
being invited to testify. 

The Federal Trade Commission, now 
under the chairmanship of Robert E. 
Freer, invoked the antitrust laws to make 
the ruling that caused f.0.b.-mill pricing 
Ncement and steel. But the ruling is be- 
ng challenged, increasingly. Congress, 
a result, is starting an investigation 
that may result in rather broad changes 
antitrust laws generally, 
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SUCCESS 





| Try this 
CONNECTICUT Combination! 


Open the door to these industrial assets of Connecticut. 
They give a Connecticut manufacturer a big edge on 
competition. Management-labor harmony; skilled labor 
that is proud of its record of high production; a vast, 
modern transportation network; close to huge, profit- 
able markets. 75% of all types of American industry 
is represented in Connecticut. Connecticut has a proud 
record of highway safety and public health. 


Write to Connecticut Development Commission, 
Department NW5, State Office Building, Hartford 15, 
Connecticut, for information on the special advantages 
Connecticut offers your type of industry. This 
service is free! 
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MINERS’ GAINS FROM PENSIONS 


Retired coal miners soon are to 
reap a harvest of dollars. Pen- 
sion payments of $100 a month 
are scheduled for next month. 

Pensions, however, are only 
one of many benefits that miners 
are to receive from their own 
$100,000,000-a-year social-se- 
curity fund. Hospital care, death 
payments, and aid to the needy 
are included. 

Government benefits, due at 
age 65, will be extra. 


The task of spending $100,000,000 a 
year in welfare benefits and pensions 
for coal miners is getting under way. 
John L. Lewis’s huge welfare fund is 
due to start paying pensions next 
month. 

The miners’ welfare fund is the largest 
of its kind in the world, It is financed by 
a royalty of 20 cents for each ton of coal 
mined, Operators pay this royalty and 
pass the added cost on to the consumer. 
Benefits are paid only to members of the 
United Mine Workers, a rule which tends 
to keep miners paid up in union dues. 

Benefits include pensions, hospital 
care, death payments and assistance to 
needy miners and families. The size of 
the job made for a slow start in setting 
up the administrative machinery, and the 
fund was tied up for months by disputes 
between the operators and Mr. Lewis. 
But now the main phase of the program 
is being launched. Applications are be- 
ing taken for pensions, and it is possible 
to get a general outline of how the $100.- 
000,000 a year is to be spent. 

Pensions of $100 a month for retired 
miners will take a big share of the in- 
come. Until fund officials see how many 
apply for pensions at the start, they are 
not guessing how much this item will 
cost, Unofficial estimates range from $20,- 
000,000 up to much higher figures. 

Distress benefits paid to needy min- 
ers and their families will account for 
another large slice. These payments have 
been running at a rate of more than $23,- 
000,000 annually, it was indicated in a 
recent fund report. However, the pro- 
gram is to be expanded, and estimates 
of future expenditures are not being is- 
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—A 


The job: Hahdling the largest fund of its kind in the world 


sued. About 127,500 persons were re- 
ceiving benefits. of this kind, counting 
wives and children of miners. The 
amounts varied according to the need. 
Many disabled and retired miners got as- 
sistance from these grants while pensions 
were not available, 

Death benefits will require several 
more millions annually. The fund has 





can aloe Fa 


INJURED MINER IN THE HOSPITAL 
The puzzle: How many millions of dollars to foot the bill? 


been paving $1,000 to the family of ead 
miner who dies, whether from an acti: 
dent or natural causes. So far, over 7,10 
such payments have been made, at : 
cost in excess of $7,100,000, Often thes 
death benefits are the only money leti 
to a miner’s family. Regular life-insw- 
ance rates are far higher for coal miner 
than for factory workers, due to the haz- 















—Bureau of Mines 
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ardous nature of the job, and few miners 
have insurance, 
Paraplegic treatment also will cost 


| the fund several million dollars yearly, 
| at least in early stages of the program. 
' The fund is providing special hospital 


treatment for miners paralyzed from the 
waist down in mine accidents. About 200 
of these paraplegics now are in hospitals, 
while another 200 or more are waiting 


| for admission to the few hospitals with 
the elaborate equipment needed. Cost 


of treatment, including rehabilitation, 


: may run $5,000 to $10,000 per patient. 


Hospitalization for other types of in- 
jury or for sickness also is to be made 
available under the welfare program. So 
far. the fund has been giving aid to min- 
as for emergency operations or for ill- 
nesses where the individual could not af- 
ford to foot the entire bill. This program 
is to be expanded before the end of 1948, 
to improve hospital facilities and medical 
care in the mining communities, Just how 
many millions this will cost cannot be 
estimated at this time. The miners may 
pay part of the bill through group health- 
insurance plans. 

A reserve fund also will be estab- 
lished. Trustees already have set aside 
$30,000,000 for this reserve, to be in- 
vested in Government securities. Inter- 
est will help pay pensions in future years. 

That is the general outline of the pro- 
gram, which is under the direction of 
these three trustees: Mr. Lewis, for the 
union; Ezra Van Horn, for the opera- 
tors, and Senator Styles Bridges (Rep.), 
of New Hampshire, as neutral member. 
Most of the actions have been by a 2-to-1 
vote, with Mr. Van Horn in the minority. 
Decisions of the trustees are translated 
into action by the administrative staff, 
headed by Miss Josephine Roche, direc- 
tor, and James Mark, Jr., acting assistant 
director. These officials have just be- 
gun to issue pension-application blanks 
through local-union offices. 

Pension regulations, also now be- 
ing distributed, bring out these points: 

Retroactive payments are to be 
granted to miners who have retired in 
the last two years. Some miners may get 


 asmuch as $2,600 in back pensions un- 


der this provision. The pension is to start 
with the date of retirement, but those 


| who quit work prior to May 29, 1946, 


are not eligible for any pension. 

Union membership is a condition of 
getting a pension. Only UMW members 
are eligible to apply, and pension checks 
are to be withheld for any month in 
which the individual does not pay his 
union dues or otherwise is not a member 
in good standing. 

Other employment can be obtained 
by a retired miner on pension, provided 
itis a job outside the coal industry. Also, 
a pensioner may get a temporary job 
with a coal company in an emergency 
without risking his future payments. He 
does not receive his $100 benefit for any 
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month in which he is working in the in- 
dustry, however. 

Retirement age is specified in the 
miners’ pension plan as 62 years or over. 
Retirement is optional with the worker, 
and many miners are expected to remain 
in the pits after reaching 62, if they are 
able to work. 

Federal pensions under the Social 
Security program will add to the retired 
miner's income, after he reaches the age 
of 65. The federal payment will add $30 
to $40 to his $100 miner’s pension, plus 
$15 to $20 or more for his wife if 65 
or over. Most miners will try to wait be- 
fore retiring until they can get the com- 
bined pensions. 


INJUNCTIONS’ DELAY 
FOR SHIP STRIKES 


Strike talk, Labor Board orders, dis- 
pute settlements and injunctions are mak- 
ing life complicated and confused in the 
shipping industry. In some ports peace is 
assured, in others there may be strikes. 





A strike, if it comes, will be led by Harry 
Bridges and his CIO Longshoremen. 

On the East Coast, CIO and AFL 
unions have settled their dispute with 
employers on a compromise basis. The 
same issues were in dispute there as on 
the West Coast. An exception is the AFL 
Longshoremen’s Union. As this union’s 
contract was about to expire, the White 
House moved to get an injunction against 
a walkout. 

A precedent for all the maritime dis- 
putes was set by the NLRB in its hiring- 
hall decision. Here the Board unanimous- 
ly held that the CIO Maritime Union had 
violated the Taft-Hartley Act by trying 
to force employers to recruit workers only 
from the union’s hiring halls. This hiring 
system, the National Labor Relations 
Board found, was operated in a way 
that discriminated against nonunion job 
applicants. Union members were giv- 
en priority for jobs, which the Board 
found was a violation of the Act’s prohi- 
bition against the “closed shop.” Under 
a closed shop, employment is limited to 
union members. 





—Ewing Galloway 


NMU HIRING HALL 
... the NLRB set a precedent 


On the Great Lakes, the CIO Mari- 
time Union’s hiring-hall procedure was 
ruled illegal by the National Labor Rela- 
tions Board. This paved the way for a 
court test of the question. Several ship- 
ping lines on the Lakes agreed to con- 
tinue the hiring-hall clause pending a 
court determination. A strike of CIO 
sailors had been prevented by an injunc- 
tion, due to expire shortly. 

On the West Coast, three unions 
made up of dock workers, cooks and fire- 
men have been threatening to strike on 
September 2. An injunction against a 
strike is due to expire at that time, but a 
new restraining order may be obtained. 


The decision gives support to NLRB 
efforts to block the threatened West 
Coast strike. Under the Taft-Hartley Act, 
the General Counsel of the NLRB, Rob- 
ert N. Denham, can seek an injunction 
when he believes a union is about to call 
a strike for an illegal purpose. Thus, Mr. 
Denham has power to seek a court order 
to postpone further the Pacific Coast 
walkout. 

This NLRB-type injunction can run 
from the date of expiration of the other 
court order until the Labor Board issues 
its decision in the particular case, This 
decision, if it bars a strike, then can be 
enforced by another court order, requir- 
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International Minerals & Chemical Corp. .... 


International Minerals & Chemical Corp. is one of the 74 new concerns that have 
located in Santa Clara County during the past 5 years. This area offers low 


plus a high degree of LIVEABILITY that means pleasure and plus production. 
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LIVEABLE SANTA CLARA 
COUNTY tells a different 
kind of story. Write on your 
business letterhead. No cost 
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435 Parker Ave., Dayton 1, Ohio 





Nearly all subseribers to 


this magazine buy voluntar- 


ily. No salesmen call on 
them. They send in their 


| ¢eheeks regularly. 


This point has real signifi- 


‘ance for advertisers be- 
cause they know that such 
highly voluntary subserip- 
inter- 


tion methods mean 


ested readers. 
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30 Rockefeller Plaza, New York 20, N. Y. 
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a, 


ing the union to obey the National |; 
bor Relations Board’s ruling. 

A loophole, however, may be open 
to the unions to enable them to strik 
despite the injunction. They might tryt 
strike on some issue other thar hiring 
halls. The NLRB injunction would hol 
only against a strike called to force th 
employers to grant the hiring hall, 4 
walkout on a wage issue would not neces. 
sarily be prohibited by injunction unles 
a court decided that this was a mep 
excuse to cover up the illegal objective, 

The AFL Typographical Union hy 
shown that it is possible to strike whik 
under an injunction. This union has bee 
on strike over wage issues against sever| 
newspapers although a court enjoined 
union officials from striking for th 
“closed shop.” 





European 


HARRY BRIDGES 
. Strike talk 


A compromise on the hiring-hall is 
sue, on the other hand, may be worked 
out on the West Coast, along lines ae 
cepted by shipping employers and unions 
in Atlantic ports and on the Great Lakes. 
This arrangement calls for continuation 
of the hiring hall until a court has de- 
cided its legality. The NLRB ruling just 
issued in the Great Lakes case paves the 
way for a court ruling, but does not set 
tle the question for the purposes of this 
contract, The clause remains in effect un 
til a court has ruled. 

Pay raises also helped to settle th 
East Coast disputes. The AFL Seafarers 
Union created a pattern that was adopted 
by employers in the CIO Maritime dis 
pute, This calls for a raise of $25 a month 
for boatswains and $12.50 monthly fo! 
other workers, An offer of a 5-cent raise 
made by West Coast lines to the Long: 
shoremen’s Union, was rejected. 
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ion hiring hall in the maritime industry 
ifiects employers and unions in other 
Sindustries as well. The decision includes 


Pthese other general findings: 
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'ABOUT HIRING HALLS 


A Labor Board decision outlawing the 
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Strike action to force an employer to 
sign an illegal contract is outlawed by 
ithe Taft-Hartley Act, the Board held. 
Failures to bargain in good faith was a 
charge upheld against the union because 
it insisted upon inclusion of its hiring- 


ike Whik B hall clause. This clause, as applied by the 
has bee: union, discriminated against nonunion 
St sever Fish applicants, the Board found, and 





enjoined 
tor th 


thus violated the law, which decrees that 
union membership cannot be made a con- 
dition of getting a job. 

Collecting damages from a union for 
an illegal strike, however, is not the 
duty of NLRB, the Board held. Employ- 
‘ers had asked that the Board order the 
CIO Maritime Union to pay money dam- 
ages, but NLRB said that Congress had 
rejected proposals to give it such power. 
Employers and unions may sue one an- 
other for damages in the regular courts 
for certain violations. 

Coercion of nonunion workers. This 
decision also indicated that the Board 
takes a narrower view of one section of 
the Act than does General Counsel Den- 
ham, This section makes it unlawful for a 
union to attempt to coerce workers who 
want to remain outside the union. Mr. 
Denham cites this section as a basis for 
‘charges that unions staged illegal walk- 
outs, on the ground that the pickets co- 
erce the nonunion employes. NLRB mem- 
bers indicate that they do not believe 
Congress wanted such a sweeping appli- 
cation of this provision. The Board’s atti- 
tude may mean that some of these strike 
cases of Mr. Denham will be dismissed. 

In an illegal strike, an employer may 
be able to discharge workers participat- 
ing in the walkout without fear of re- 
prisal from NLRB, the decision further 
indicated. However, no clear-cut ruling 
was given, because the issue was not 
pressed in this case. 

An order to bargain will be issued in 
certain cases by NLRB against a union 
that has not filed non-Communist af- 
fdavits, or that otherwise has not quali- 
fed for Labor Board action, the decision 
}xplained. The order can be issued upon 
| complaint of an employer that a union is 
refusing to negotiate in good faith or is 
tying to force the employer to sign an 
ilegal contract. Such an order, however, 
does not give to the noncomplying union 
the Board’s certification as a bargaining 
‘gent. The union, without filing the affi- 
davits, cannot get an order from the 
Board to compel the employer to bargain. 
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WHEREVER YOU'RE GOING between Ch: 
can now go in new all-room sleepers. . . just added to Northern Pacific’s 
sleek North Coast Limited. And look what your money buys! A compact- 


but-complete Duplex Roomette cos 








icago and the North Pacific coast, you 


ts only 10% more than a lower—yet 


provides full privacy, your own toilet facilities, a big ever-ready bed. Want 


more space?—same cars have Ro 
Bedrooms, which may be engaged 
smooth new observation lounge car 


omettes, Compartments and Double 
en suite. Just behind them, there’s a 
. Now see what’s just ahead... 





“Look! We've Started!" Actually, you 
have to look to know you’ve started 
when you go Northern Pacific. That 
brawny new diesel locomotive out 
front has ample horsepower (4,500!) 
to start smoo-oo-thly. 














Can This Be A COACH? Scarcely 
seems possible a coach ticket can 
buy such comfort—‘‘Sleepy Hollow”’ 
seats that tip way back; leg rests; 
extra leg room. You’ll go for NP’s 
new “‘Day-Nite’’ coaches! 






New Two-Way Meal Service aboard 
new diner-lunch cars of the North 
Coast Limited suits every appetite. 
Here you’ll find fine four-course 
meals served at tables, and popular- 
priced lunches at the counter. 





What's 
trip—to Pacific Northwest peaks 
and ports?—dude ranches? —Cali- 
fornia, via Seattle or Portland? 
Whatever it is, enjoy it more on NP’s 
newer, finer streamliner! P.S.... 


FOR WESTERN TRAVEL INFORMATION, write E.£. NELSON, 
326 Northern Pacific Railway, St. Paul 1, MINN. 








NORTHERN PACIFIC RAILWAY 
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ABOUT CONTROLS ON INSTALLMENT SALES 


Stricter terms for installment sales are 
to go into effect September 20. The 
Board of Governors of the Federal Re- 
serve System is reinstating Regulation W, 
the rule that governed installment sales 
through the war and until last November. 
The new terms are not quite as strict as 
the ones that lapsed last November, but 
they will force installment buyers, in 
many instances, to make larger down 
payments and to pay off their debts in a 
shorter period of time. 


Does the new installment credit regu- 
lation affect all sales on time? 
No. Tighter installment terms are to 
apply only on a selected list of 12 types 
of durable goods. Time sales of clothing 
and many other items are not controlled. 
The controlled list includes cookstoves, 
dishwashers, ironers, refrigerators, wash- 
ing machines, or any combination of 
these appliances; automobiles; air con- 
ditioners, radios, television sets, and 
phonographs; sewing machines, vacuum 

cleaners, furniture and rugs. 


What are the terms on automobiles? 
Buyers of automobiles must make down 
payments of 334 per cent, and pay the 
remainder of the price in 18 months, if 
more than $1,000 is due. If less than 
$1,000 is due, payment must be made 


in 15 months. 


What about the other items? 

Down payments on other items must be 
20 per cent of the purchase price. If the 
amount still owed is less than $1,000, 
time of payment is 15 months; if the 
balance is more than $1,000, payment 
can be made over 18 months. However, 
installment payments on debts of over 
$1,000 must be at least $70 a month. 


What if more than one item is bought 
on the installment plan? Can the 
seller then combine the items and 
allow an 18-month period instead 
of 15 months? 

No. The Board rules state that, if credit 

is extended for mixed purposes, terms 

“shall be such as would result if the 

credit were divided into two or more 

parts and each part were treated as if it 
stood alone.” 


Would terms be easier if buyers got 
loans from banks instead of from 
stores or credit agencies? 

No. The same terms apply to installment 

loans made by banks as to those made by 

others who extend installment credit. All 

installment loans must mature in 15 

months if the loan is for less than $1,000, 

and in 18 months if for more than $1,000. 
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How can banks tell whether a loan 

is an installment loan? 
Bankers are supposed to ask the bor- 
rower. If the lender knows, or has reason 
to believe that the loan is for an install- 
ment sale, he is required to observe the 
terms of Regulation W. A borrower also 
is required to file a “Statement of the 
Borrower,” if the loan is for installment 
buying. 


May a bank make a loan for the full 
amount of the purchase price? 
No. Loans to make down payments are 
prohibited. No lender may include any 
part of the down payment in an install- 

ment loan. 


Are there any exceptions? 

Only two. The regulation does not apply 
to purchases of less than $50 or more 
than $5,000. 


Are there any more rules for pay- 
ments? 

Yes. Installment payments must be made 
in equal amounts at regular intervals, not 
exceeding one month. Payments also 
must be not less than $5 a month or $1.25 
a week. An exception to this applies to 
borrowers who have seasonal incomes, 
such as farmers. In such cases, the pay- 
ment schedule must require either: (1) 
that half the credit must be repaid within 
the first half of the maturity period, or 
(2) that payments may be reduced or 
omitted in not more than 4 months of any 
calendar year. 


Can installment loans be renewed or 
revised? 

Only if the lender accepts in good faith 
a “Statement of Changed Conditions” 
from the borrower. This statement must 
say that the borrower's financial condi- 
tion has so changed since the original 
loan or installment contract that con- 
tinued payments would work an undue 
hardship on him or his dependents. 
These changed conditions also must have 
been unforeseen by the borrower when 
he accepted the original contract. It is 
unlawful under the regulation to make 
an installment loan with the idea that it 
can later be revised and extended. 


What about trade-ins? 

Trade-ins may be accepted for all or part 
of the down payment. Anything that the 
seller buys from the purchaser can be 
regarded as a trade-in. 


How do these terms differ from the 
old Regulation W? 

In general, they are relaxed. Automobile 

purchasers still must make a one-third 


down payment, but they can take jj 
months instead of 15 months to pay, 
an installment debt of $1,000 or imo 
Purchasers of household appliances joj 
can make a down payment of 20 per cy 
instead of 331 per cent. At the sap 
time, however, the regulation coy 
more sales. Credits up to $5,000 now q 
controlled, whereas formerly  conty 
stopped at $2,000. 


New terms, on the other hand, are my; 
strict than installment sellers recepi) 
have been offering. Automobile buyex 
for instance, often have been allowed 
much as 24 months to pay. Some app 
ances also have been sold for as it 
as 10 per cent down and 24 months 
pay. 


How are the new rules to be en 
forced? 

In the first instance, by licensing. 4| 
people engaged in making _installmer 
sales or installment loans must have 
license from the Federal Reserve Boar 
Each such person must file a registratio, 
statement with his nearest Federal Re. 
serve Bank or branch within 60 day 
after the regulation goes into effec 
Licenses will be granted to everyow 
who files a registration statement. 


Licenses can be revoked if sellers « 
lenders violate terms of Regulation W 
That would mean that they could n 
longer lawfully grant installment credit 
Licenses also may be suspended for 
various periods as punishment for vit 
lations. 


Are there any other means of en: 

forcement? 
Yes. Convicted violators can be fined « 
much as $10,000, or given jail terms ¢ 
as much as 10 years. The Federal Re 
serve Board also may obtain court 2 
junctions to prevent sellers from viola 
ing the rules. In that event, any subs 
quent violation would place sellers i 
contempt of court. 


The Federal Reserve Board also is con: 
sidering a rule that will make any instal} 
ment contracts that violate the regule 
tions unenforceable in court. In othe 
words, no seller could collect his mone) 
by lawsuit if the original contract violate! 
Regulation W. 


In general, the controls over installment 
selling are not designed to cut down the 
amount of installment credit now ot 








standing. The main purpose is to keep 
this type of credit from expanding t 
dangerously high levels. 
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INDICATORS OF BUSINESS ACTIVITY 


Inflation pressures still are controll- 
ing. Some drags are developing. 
Consumer prices continue to climb. 
Milk now sells in cities at an aver- 











Narrowing Gap Between 
Exports and Imports 


(ANNUAL RATES) 
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pared with $12,300,000,000 in May, 
1947, as the top chart shows. Export 
gap is to grow again, as European 
aid gets going, but is not to reach 
earlier proportions. 
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Most families are saving less, 
are finding it harder to make 
ends meet. Wartime period of big 
savings is at an end. 

One person in four spent more 
than he earned last year. Buying 
new cars, furniture, expensive 
appliances did it. 

Higher-income families ‘save 
most money now. Savings, thus 
concentrated, are to alter markets 
for goods and services. 


Saving and spending habits of 
\merican families are returning to the 
“rewar pattern. People, on the whole, 

‘ved less money last year than the 
ear before, and more than a fourth 
f all families spent beyond their in- 
ome. Also, as in prewar days, most of 
‘he saving is being done by upper in- 
come groups. 

Major trends in saving and spend- 
ing, disclosed by a survey made for the 
l’ederal Reserve Board, are these: 

Total saving for 1947 amounted to 
$14,000,000,000, or 9 per cent of total 
consumer income. That was the net re- 
wilt after balancing the amount people 
saved against what others spent in ex- 

ss of income. The net saving in 1946 
\.as 12 per cent of total income and in 
1945 it was 17 per cent. The high rate 
of saving during war years apparently 
is a thing of the past. 

Spending in excess of income was re- 
ported for 28 per cent of the nation’s 
families, Altogether, they spent $11,- 

000,000,000 more than they took in. 
This excess of spending was done chiefly 
to buy expensive goods, not to meet day- 
to-day living expenses. Almost three out 
of every five families that spent more 
than they received in 1947 bought auto- 
mobiles, furniture, radios or household 
appliances. 

Savings are tending to concentrate 
heavily in the upper income groups. 

The top 10 per cent of the nation’s 
income receivers accounted for 77 per 
cent of the year’s net savings. 

The second 10 per cent put away 16 
per cent of the year’s savings. 

Together, these two groups, represent- 
ing only a fifth of the number of families, 
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salted away 93 per cent of the year’s 
savings. In 1946, the savings of these 
groups were 79 per cent of the total, but, 
in prewar 1941, they accounted for 88 
per cent of the total. The prewar savings 
pattern has been restored. 

Most of the families in the upper 20 
per cent of income receivers got more 
than $5,000 in 1947. In the aggregate, 
this group received 48 per cent of the 
total money income of all consumers. 

The middle 50 per cent of the na- 
tion’s families, with 44 per cent of the 
total income, accounted for 21 per cent 
of the year’s savings, against 38 per cent 
for 1946. This group, in the $2,000-to- 
$4,999 income bracket, bought more 
than half of the durable goods sold dur- 
ing the year, and many of them dipped 
into savings and went into debt to make 
the purchases, 

The bottom 30 per cent otf families, 
all with incomes below $2,000, spent 
more than they earned, in the aggregate. 
The survey indicates that these families, 
as a group, ran deficits that amounted to 
14 per cent of total savings for the year. 
This group’s family budgets operated in 


e whol 
In the 
the red in 1941 and 1948, too, but jder cent ¢ 
the war years all but those with lowes) per c 
incomes in that group were net savenffent brea 
Survey findings indicate that low igffision we 
come groups are hard hit by rising livingoup, wi 
costs. They spend practically all of thedf With $ 
income for food, rent and clothing, andi) increa 
even then, many are unable to mg roup, 79 
ends meet. ly 21 
Thrift, however, is practiced by moghan they 
families, whatever the state of their inven for 
comes. For the country as a whole, th egligible. 
survey indicates that 64 per cent of thi With $: 
families save something, and that 8 peomprised 
cent break even, whereas 28 per ceipith 1 pe 
run in the red. et cent ri 
The way net savers and net spendes§ The lars 
were clistributed among income groupmy47 occ 
in 1947 is shown in the chart. 8000 or 
In the group below $1,000 of isfery 10 f. 
come, 44 per cent of the families addelffoup sper 
something to savings; 50 per cent brokegred witl 
even, and 26 per cent ran in the redff046, In 
Families of this group who spent mor per cen 
than they received, however, spent fuffO47, agai 
more than the savers managed to savelhp brack 
In the $1,000-to-$1,999 _ incom#painst 11 


bracket, 59 per cent saved money, lif Families 
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cent broke even and 31 per cent had 
yenses that exceeded income. The net 
renders in this group also spent more, 
‘the aggregate, than the savers set 







side. 

in the $2,000-to-$2,999 group, 66 
»r cent saved money, 30 per cent spent 
ore than they earned, and 4 per cent 
ke even. Members of this group, on 
e whole, were net savers. 

In the $3,000-to-$3,999 group, 69 
cent of the families saved money and 
) per cent ran in the red, with 1 per 
nt breaking even. Almost the same di- 
ion was noted in the next income 
roup, with $4,000 to $4,999. 

With $5,000 to $7,499, families tend 
) increase savings sharply. In this 
up, 79 per cent saved money, while 
ly 21 per cent spent more money 
ban they received. Families who broke 
en for the year in this group were 
egligible. 

With $7,500 or more, saving families 
mprised 83 per cent of the group, 
ith 1 per cent breaking even and 16 
er cent reducing their savings. 

The largest change in savings habits in 
047 occurred among families with 
5000 or more of income. Three of 
ery 10 families in the $3,000-to-$4,999 
roup spent more than they earned, com- 
aed with only 2 out of every 10 in 
046. In the $5,000-to-$7,499 bracket, 
| per cent of the families ran deficits in 
M47, against 15 per cent in 1946. In the 
to save bracket, 16 per cent ran deficits, 
incom@ainst 11 per cent in 1946. 

mey, ll Families in the higher-income groups 
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bought nearly 90 per cent of all durable 
goods sold last year. 

The survey disclosed that most fam- 
ilies dipped into past savings to buy 
automobiles and other expensive goods, 
instead of going into debt. Consumer 
credit is expanding, but the majority of 
families appear to be using wartime sav- 
ings to increase their postwar buying. That 
was not the case in 1941, when borrow- 
ing represented the chief way in which 
families spent more than they earned. 

Biggest savers in the country are 
found among farmers and businessmen. 
Both groups are plowing a large per- 
centage of their profits back into their 
business operations. 

Among farmers, 67 per cent managed 
to save something last year, and 15 per 
cent of them succeeded in saving more 
than half of their money income. 

Among businessmen, 76 per cent 
were listed as savers, and 13 per cent 
saved more than half of their income. 

The majority of farmers and business- 
men who were listed among the year’s 
savers managed to set aside more than 
20 per cent of their annual return. This 
is a sign that any letup in the boom will 
find farmers and business proprietors 
better prepared, financially, for a set- 
back than in earlier boom periods. 

In other occupations, savings seldom 
exceeded 20 per cent of income. 

Life insurance is the most popular 
form of savings. About 75 per cent of 
families paid life insurance premiums 
during the year, and only 2 per cent 
withdrew from life insurance policies. 


Bank accounts and Government sav- 
ings-bond purchases were the second 
most popular form of savings, with 27 
per cent of families adding to these 
holdings. About a third of the families, 
however, reduced bank accounts or sold 
bonds. 

Real estate investments provided the 
third most important use of savings. 
Home purchases, or payments on homes, 
were made by 24 per cent of the fam- 
ilies and 12 per cent invested in home 
improvements. 

Investments in securities are not at- 
tracting many of the nation’s savers. The 
survey found that only 2 per cent of the 
families bought stocks or bonds during 
1947. This lack of public investment in 
business corporations may explain the 
failure of the stock market to reflect the 
boom. 

The savings trend in 1947 indicates 
that, for the second postwar year, per- 
sons in the lower income brackets, as a 
group, dipped into their resources to 
meet current expenses. Only a few of the 
savers in this income group managed 
to put aside more than $200. In the 
middle income groups, the proportion 
of people who continue to save is dimin- 
ishing and the bulk of savings again is 
tending to flow to the top 10 per cent 
of the income group. 

Savings, by tending to concentrate in 
the hands of fewer families, show less 
ability to underwrite continued mass 
buying of goods and services. In the 
period ahead, markets will depend more 
and more on buyers’ current incomes. 
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has modernized the savings bank’s system! 


See what it can do for your business! 
Businesses of every type and size all over 
the country report savings ranging up to 
30% after mechanizing their accounting 
with Nationals. Savings which often paid 
for the whole National installation dur- 


ing the first year—and then ran on year 
after year as lower operating costs. Ask 
your local National representative to 
check your present set-up and report 
specifically the saving you can expect. 
Of course, there is no cost or obligation. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


CASH REGISTERS + ADDING MACHINES 
ACCOUNTING MACHINES 











Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Moves now under way to tighten up on credit are very cautious moves. 
New _installment-credit terms are not as strict as the ones that lapsed last 
November. Some maturities are longer. Down payments usually are less. 
Bank-reserve requirements are not expected to be raised very soon. Fed- 
eral Reserve Board gives no sign of intending to use its new power at this time. 
What's happening, actually, is that the nation's money managers are just 
' feeling their way toward treating the credit situation. No drastic steps are 
* likely to be taken. Authorities are taking no chances on ending the boom. 








Money will be a trifle harder to borrow, but it won't be really tight. 
; Commercial banks are charging a fraction more for loans. Call money is ad- 
" vanced from 1% per cent to 1% per cent. Business borrowers with the highest 
» credit rating still can get money for as little as 2 per cent. 
‘ Treasury is paying above 1 per cent for 90-day bills now, is going to pay 
mn 1% per cent for one-year certificates, 1 4/10 per cent for 3-year notes. 
Government-bond rate still is pegged at 2% per cent. Federal Reserve has 
to support this rate. The System bought $194,348,000 in bonds last week. 
Mortgage money is to continue to be easy. Government assures that. 
When added up, recent and planned moves to tighten credit are little more 
than gestures of disapproval at the course inflation is taking. Inflationary 
forces still are to be allowed to dominate in the period just ahead. 











Bank lending, in fact, is being expanded rather sharply. 

Business loans by weekly reporting banks jumped $192,000,000 for the week 
ended August 11. Total business loans stood at $14,819,000,000, just under the 
all-time high established last January 24. The high was $14,842,000,000. 

Real estate loans by banks increased $14,000,000 to $3,887,000,000. 

Consumer loans and other loans jumped $16,000,000 to $3,780,000,000. 

Bank loans normally expand at this time of year. Farmers borrow money to 
carry them through harvests. Business firms build inventories. Builders need 
money for the active constructive season. Bank=-loan expansion, nevertheless, 
adds to inflationary pressures. It increases spending. If loans expand at 
recent rates for several more weeks, action might be taken on bank reserves. 














Banks and other lenders, however, are to be encouraged on home loans. 
Home mortgages can be sold to Reconstruction Finance Corp. This agency is 
“ready to operate the secondary mortgage market directed by law. 
Purpose of a secondary market is to take mortgages off lenders' hands when 
they become overloaded. That will prevent mortgage money from drying up. 
RFC, however, will buy only mortgages approved after April 30, 1948. That 
applies both to veterans' guaranteed mortgages and to FHA mortgages. 





There are monetary signs that inflation is beginning to pinch consumers. 
Savings deposits in Eastern savings banks are reported to be declining. 
Government savings bonds are being sold in larger denominations. Small de- 
nominations of E bonds--$25 and $50--account for only about a fourth of total 
sales of E bonds. Two years ago they amounted to half of total sales. 
au These are indications that people with modest incomes are being squeezed. 
They are saving less. Many are forced to dip into savings to meet expenses. 
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TREND OF AMERICAN BUSINESS--(Continued) 


That trend cannot continue forever without cutting into consumer buying. 


Same savings trend is noted in Federal Reserve Board consumer surveySe 
Personal saving now is being done largely by the top income group. 





Spending in excess of saving is practiced by one in four U.S. families. 
Low-income families, as a group, are living considerably beyond income. 
These are warning signs for the future. People can't keep on spending more 
than they earn for many years. The decline in savings this year, however, is 
not reducing the demand for goods. The FRB surveys show that more buyers plan 
to purchase automobiles and expensive goods this year than last year. Sales 
records so far indicate that these buying intentions are being carried out. 
Details of the saving and spending trend are presented on page 52. 





Draft is to have little direct effect on industry's labor supply. 

Deferments can be obtained for workers whose skills are needed on the job. 

A dependent for any worker also will make him eligible for deferment. 

The draft in most cases will take only unmarried nonveterans who have fin- 
ished high school and have no technical or special skills. Furthermore, the 
draft will not take many young men at all. Employers are not likely to run into 
many serious problems in getting and keeping workers because of the draft. 





Where the defense program may pinch employers is in the arms industries. 

Arms production is estimated to need 600,000 new workers in the next year, 

Arms workers, many of them, will need to be fairly skilled. 

Arms industries, principally aircraft, thus will compete for workers. 

Altogether, the U.S. Employment Service estimates that rearmament will re- 
quire around 1,000,000 more men in the year ahead. That's for the military and 
for defense industries. If there is no setback in other fields of activity, in- 
dustry's over-all demand for workers promises a mild pinch in man power. 











Steel-supply situation shows few signs of easing. 

Small-business operators who have a hard time buying steel are getting syn- 
pathetic attention from the Senate Small Business Committee. That Committee 
plans to survey steel distribution to see if small operators can't get more. 

Voluntery allocations of steel, however, are gracually taking more of the 
Supply. Freight-car industry already has allocations. Others are to go for 
coal-mining equipment, petroleum equipment, prefabricated housing. 

Outlook is that steel will become still harder to get without allocation. 











Allocation programs, on a voluntary basis, are extending to other fields. 
Petroleum industry is ready to operate an allocation system. 
Oil _ and gasoline supplies are expected to be adequate next winter. 
Coal industry also is being asked by Commerce Department to allocate. 
The problem in coal is equitable distribution, not total production. 
These programs, planned and proposed, indicate that industry members have 
to co-operate in times of shortage. That entails suspending antitrust laws. 











Antitrust laws also are getting scrutiny from another quarter. 

F.0.B. pricing by steel and cement industries is bringing complaints from 
customers. A Senate committee is preparing to start a broad pricing inquiry. 

Federal Trade Commission, however, goes ahead against industries that sell 
their products at uniform delivered prices. 

Bottle-cap manufacturers are the latest to feel FITC action. They are told 
to end an alleged agreement that results in uniform design, appearance, price 
and terms of sale for bottle caps. Twelve companies are involved. 

Dismissal of charges was recommended by the FIC examiner who conducted the 
hearing, but the Commission overruled him, proceeded against cap makers. 

FIC policy on pricing probably is to get still more congressional study. 
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“DOUGLAS DC-6A-:-- 








A usable volume of 5,000 cubic 
feet, more capacity than the largest 

boxcar ...a powered platform for easy load- 
ing... acruising speed of 300 miles per hour—these 
features and many more point up the new DC-6A 
Air Freighter —sister ship of the giant Douglas DC-6 
passenger transport. 

When this great new transport plane designed 
exclusively for carrying freight enters service early 
next spring, it will open a new era in the already 
skyrocketing business of shipping by air. 

For example, large doors at each end of the 
DC-6A cabin afford maximum versatility in load- 
ing operations, since both loading and unloading 
can be performed simultaneously. Also, the 
DC-6A incorporates a highly efficient cabin pres- 
surizing and air conditioning system which permits 


DOUGLAS AIRCRAFT COMPANY, 


MORE FREIGHT FLIES MORE PLACES BY DOUGL 


INC., 


full use of high altitude flight with no danger to 
perishable freight. Temperatures are held constant 
by thermostatic control whether plane is flying or 
on the ground. 

As the DC-6A joins the present fleets of famous 
Douglas DC-4s and DC-3s on leading airlines, it 
will greatly increase the ability of these airlines to 
serve the growing needs of industry for adequate 
air freight facilities. 

Figures show that the use of air freight has 
jumped more than 100% since last year. This is a 
measure of the time and money saving advantages 
to forward-looking industries of this modern kind 
of transportation. If you are not already employ- 
ing air freight in your business, we suggest you 
contact your local air carrier for complete details 


on how to ship by air and save. 


SANTA MONICA, CALIFORNIA 
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Beauty is more than skin-deep in 
CMP Stainless Thinsteel.* The 
beauty of this new mirror-like 
finish—available even in annealed 
18-8 grades—is just the extra 
dividend included with the high 
standards of gauge accuracy and 
uniformity of physical properties 
common to all CMP strip prod- 
ucts. But this high lustrous sur- 
face on your stainless strip at the 
start can short-cut your fabricat- 
ing operations and contribute sub- 
stantially to lower end product 
cost at the finish. We will be glad 
to tell you more about this un- 
usually bright finish as well as 
other qualities and grades of thin 
strip sizes which make up the 
CMP Stainless strip line. A re- 
quest on your letterhead will bring 
you a sample. 


LOW CARBON 
SPRING STEEL 
ALLOY GRADES 
STAINLESS 











THINSTEEL 


TRACE MARK 


the Cold Metal Products co. 


YOUNGSTOWN, O. 
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as a result of federal court 


YOU CAN now engage in supply 
contracts with the Army without fear 
of violating price-discrimination pro- 
visions of the Robinson-Patman Act. 
The Adjutant General amends procure- 
ment regulations to conform with a ruling 
by the Attorney General that those pro- 
visions do not apply to Government con- 
tracts for supplies. 


% * * 


YOU CAN obtain a series of important 
opinions on veterans’ re-employment 
rights under the 1948 Draft Act from 
the Labor Department. The opinions 
compare the new law with the 1940 Act, 
showing that, while a number of the pro- 
visions of the two acts are the same, there 
are several important differences that 
must be observed. 


* * * 


YOU CANNOT, with complete safety, 
wait until September 15 to bring your 
overtime-pay practices into line with 
Supreme Court’s ruling in the “overtime 
on overtime” case, even though the 
Wage-Hour Administrator has postponed 
enforcement of his stricter rules till that 
time. Employers who wait till then are 
warned by the Administrator that they 
are building up liability for suits. 


* + & 


YOU CANNOT, as a partner, deduct 
for income tax purposes losses on sale 
by the partnership of assets to a corpora- 
tion whose stock is substantially owned 
by the partners. A federal court of ap- 
peals, reversing the Tax Court, holds 
that such sale did not result in a de- 
ductible loss to the partner. 


* * * 


YOU CANNOT negotiate a military- 
supplies contract with the Army after 
failure of procurement authorities to 
obtain satisfactory bids, unless negoti- 
ated price is lower than the lowest re- 
jected bid and the lowest negotiated 
price offered. The Adjutant General 
amends regulations applying to contracts 
negotiated under those conditions. 


* * * 


YOU CAN soon speed up service to 
customers who are in a hurry by using 
air parcel post. That mail service will 
be inaugurated September 1 in the 
United States and its territories and 








What you as a businessman CAN and CANNOT 4 
and administrative decision 


possessions. It will apply to all mail m4 
ter, sealed or unsealed, weighing 
ounces to 70 pounds and not exceegiy 
100 inches in length and girth combipg 


* * * 


YOU CANNOT establish your wife 
a full business partner for income | 
purposes simply through her invest 
in the business of funds that you mg 
available to her as gifts. The Tax Coy 
rules that a wife did not become a px 
ner under tax law when she inves: 
gifts from her husband and _ contrib: 
no services to the partnership. 


* * * 


YOU CAN now sell to the Fede, 
National Mortgage Association real ¢ 
tate mortgages on homes and fam 
guaranteed by the Veterans’ Administ 
tion. FNMA establishes a seconda 
market for GI mortgages in complian 
with recent legislation by Congress. 


* * * 


YOU CANNOT, as an employer, safe) 
furlough a veteran during the first yes 
of his reinstatement so long as uni 
chairmen on similar jobs with less actu 
length of service are retained. A feder] 
court of appeals reverses a lower cou 
ruling to protect a veteran who wasi 
the armed service when a collective 
bargaining agreement was amended | 
give union chairmen seniority over : 
other employes holding similar jobs. 


* * * 





YOU CAN, under a wage contra 
that provides straight-time pay for: 
unworked holiday, plus double pay if t 
holiday is worked, exclude for overtin 
purposes the eight hours’ straight-tm 
pay. The Wage-Hour Administrator, j 
an opinion, says that, for an empl 
who works the holiday, the doublet 
premium is to be counted in the regu 
rate for that week, but not the bas 
straight-time pay. 


* * * 


YOU CANNOT, as an employer, sale! 
discuss wages in a speech before 4 
employes’ election. National Labor ki 
lations Board finds that an employer W! 
told assembled workers that a wage ra§ 
had been balked by a union drive v4 
interfering with their right to exer 
free choice of representatives. 





Conclusions expressed in these paragraphs are based upon decisions and ruling’! 
courts and Government bureaus. In making their decisions, courts and bureaus consi 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wo 
Report, on written request, will refer interested readers to sources of this basic maten 
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ncome t 
Investmey 
you mak 
Tax Coy 
me a pat > In a world sold so strongly on controls and government planning, France is 
pls: going to give the forces of free enterprise a chance to show what they can do. 
). The market place is to call the tune on food prices in France. Price con-=- 
trols are lifted. The French Government is gambling that domestic crops and 
he Fede food imports are large enough to keep prices down. 
n real ¢ But the experiment goes only that far--for the present. 
7s Prices of important industrial goods will remain under control. Supplies 
secondary of things such as steel are still too short to free prices. 
rag Wages, too, are still to be controlled, despite the demand of workers. 
>> The French experiment is unusual in its timing. 

— Other countries have been able to bring about price reductions since the 
yas uni war by bringing supply and demand closer to balance, and by restoring confidence 
less actu in Government finances. For example: 
Bey Belgium, in 1944, froze most of the money supply, saw that large supplies 
vho was j of goods were on hand and let the market place do the rest. Strong Government 
— finances, meanwhile, gave confidence to the Belgian people. 
ty over j Italy, in 1947, restricted credit and moved toward a balanced budget. 
ar jobs, Prices declined in this deflationary atmosphere. 

Austria, in 1947, balanced her budget, then drastically cut the money sup- 





e contro ply and imposed a capital levy. Prices since have stabilized. 
gir Russia, in 1947, cut the note issue by 90 per cent, canceled two thirds of 
or overtin the Government bonds outstanding and imposed a capital levy. Then, the Kremlin 
7 abolished rationing and reduced prices. But even the Russian Government didn't 
n empl try this until after the good harvests of 1947. 
louble-ti France made similar preparations, but so many months ago that their effect 
pric: has been lost. Early in 1948, the budget was balanced, the money supply was cut 
down, wages were stabilized. But now the budget is deep in the red again, the 


money supply is on the rise, some wages have gone up. 


over, satel Even so, the French Government may win its gamble on food prices. It has a 
a whole handful of other cards to play in this deflationary game. 

Labor kt 

ployer w! - 

wage rail >> This price action is only one part of the Reynaud plan. 


drive w# Paul Reynaud, new Finance Minister, has big ideas for putting France back 
Mi on an even keel. What's more, he has the confidence of French businessmen. 
Mr. Reynaud now has broad powers to combat inflation. He will use them, too. 
Government expenses are to be cut. Thousands of Government workers will be 
dropped. Military expenses will be shaved. Nationalized industries will be made 
(over) 
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WORLD COMMERCE-INDUSTRY-== (Continued) 





to pay their way or shut their doors. The Government deficit must be cut. 

Tax reform will be tried. Middle class in France tends to evade taxes.. 
Collection methods are to be tightened up. Income taxes will rise. 

France may have to be devalued again. It still Seems overpriced. But a new 
france rate is unlikely until the budget is balanced, Government credit is re- | 
established, and supplies of goods are closer to meeting demand. 

A national production drive, to provide more goods for home and export mar- 
kets, will be tried. Mr. Reynaud will push for longer hours of work, but no in- C 
crease in hourly wages. Hope is that the lower food prices will keep living 
costs from rising. The lid then can be kept on wages. 

More capital goods will be imported, fewer consumer goods. Previous trend 
toward nationalizing industry apparently is to be reversed. Private industry is 
to get more of a chance to modernize, to build up production. fe 

Important fact is that Mr. Reynaud is backed up by most French businessmen, 

The Reynaud plan is a turn to the right to get things done. 

It reflects pressure by the ECA on the French Government to clean things up 
internally. It is being explained quietly but plainly in Paris that further 
U.S. aid depends on the success of the French housecleaning. 








































>> Italy, too, is being prodded to move on reconstruction plans, as industrial 
production starts to taper off and discontent rises. 

Funds are to come from proceeds of sales in Italy of ERP goods. 

Chief aim, really, is to absorb Italy's 2,000,000 unemployed. 

Land reclamation and improvement will be speeded up. Agrarian reforms, the 
breaking up of big estates, is to put more people on the land. 

Shipbuilding industry is to get a boost. Italy will enlarge her merchant 
marine and also try to get more of her neighbors’ shipbuilding business. Cheap 
labor gives Italy a Special advantage in shipbuilding and metalworking. 

Hotels will be modernized. New ones will be built. Italy will make a re- 
newed bid for tourist trade. Highways and bridges already are in good shape. 

All the while, the De Gasperi Government hopes to keep wages and prices 
steady and balance the budget by expense cuts and tax reforms. 

Premier De Gasperi really is trying to kill two birds with this reconstruc- 
tion program. He wants to please the ECA by Showing internal progress. Also, 
he wants to forestall Communist criticism of his regime. Labor, so largely Com- 
munist in Italy, is getting increasingly restless. 
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>> To the north, the Swiss find they are not insulated from Europe's problems. 

The Swiss are paying a penalty for having Europe's "hardest" currency. 

Other countries sell the Swiss as much as they possibly can and buy as few 
Swiss products as possible. This means they can collect Swiss francs, eagerly 
sought all over Europe and convertible anywhere. 

Result, for Switzerland, is a mounting trade deficit. In the first seven 
months this year this deficit almost doubled, as compared with a year earlier. 
Swiss exports now pay for only about 60 per cent of imports. 

Drain on Switzerland is counteracted by other types of income from invest- 
ments, insurance, banking. But the Swiss don't like this new trend. 

As a result, the Swiss may. seek a much closer balance in their trade with 
"soft" currency countries. That would mean fewer Swiss francs flowing around 
Europe, less convertible currency. There would be more of a clamor for dollars. 
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COULD IT BE THAT THIS IS ONE REASON 
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Life Around the World 


Outwardly, Berlin is a peaceful city, | 
but citizens fear outbreak of a new war 


BERLIN 

LDERLY FRAULEIN R. peered through 

the door, shifting her thick-lensed 
glasses back onto her nose, brushing 
away a strand of graying hair that had 
fallen across her cheek. 

“Ah, Herr H.!” she cried. “It is so good 
to see you back.” 

Quickly she took my hand and drew 
me into the living room. It had been six 
weeks since I had been in Berlin, The 
Russian siege of the city had produced 
serious tension, She described her situa- 
tion like this: 

“These are difficult days. Food is not 
bad yet. It’s as hard as ever to get fat, 
but we have our garden and we do 
manage, 

ood is not the worst of our worries. 
We fear another war is coming. The Rus- 
sians occupied this house before. I do not 
know if we can stand it again. 

“If the Americans manage to stay, we 
know they will bring in food. But we are 
sure, too, there will not be enough coal 
to keep houses from freezing. It will be 
terrible. And we have not yet known a 
real peace. Just as conditions were begin- 
ning to get better, this horrible Russian 
pressure had to begin.” 

A spinster of good education, she had 
been calm and cheerful when I last saw 
her. But, in the six weeks between our 
meetings, she seemed to have aged. Her 
worry showed in her face. A nephew had 
been sent to the country, close to the 
Danish frontier. An uncle had bought a 
small boat, intending to take the family 
from there to Sweden if war came. 

Friulein R. remained behind to care 
for her mother, some 80 years old and 
seriously ill. There was no choice. Even 
if there had been one, Friiulein R. 
wouldn’t have taken it. 

Her story probably was much like that 
of most of the other Germans in the West- 
ern sector of Berlin. There was little to do 
except to keep going through the dreary 
routine: still living among the ruins of a 
bombed city, still with food problems, 
still with little hope of a return to the 
days of peace and contentment. 

Potatoes were almost impossible to 
find. The Western “air lift,” at the out- 
set, concentrated on supplying flour and 
coal, Bread was difficult to buy in some 
shops, but that was considered a tempo- 
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rary affair because of the changes in 
flour deliveries. 

Currency reform had created a lot of 
confusion. Cigarettes had tumbled in 
value in the Western zones after the new 
currency came out. They sold at 4 marks 











a package, 2 marks less than the legal 
store price. But, in Berlin, cigarettes again 
were at a premium, and high priced. 
Chocolate, coffee, lard and butter were 
sought eagerly. 

The Russians had stopped food from 
leaving their territory for the Western 
sectors. The Allies retaliated with a block- 
ade to keep Western-zone food, imported 
by air, from getting into the Russian sec- 
tor. The upshot was a spurt in the black 
market, with the black marketeers on both 
sides trying to run the blockade. 

Still, Berlin looked pretty much as 
peaceful as ever. If there were any extra 
military or police precautions, beyond a 
slight increase in the number of patrols, 
they were not visible to anyone making 
a casual drive through the city. 

Kurfiirstendamm, Berlin’s Fifth Ave- 
nue, still was stocked with antiques, furni- 








ture, glassware. Restaurants, cafes, moyj 
houses along the street were busy as ug, 

But beneath the city’s outward caf 
the Germans saw signs of serious dang 
to them. The Russians were out to mi 
a purge of officials, even among Comm, 
nist followers, of those they couldn’t tn 
in the event of real trouble. 

The Chief of Police was one of thog 
the Russians ordered out. The Weste 
powers ordered him to stay on the joifi d.” a 
Frau Schroeder, Berlin’s mayor, tried | oe 
keep on with the almost impossible taf ath tl 
of making one city government woe a T 
while the city itself was sharply dividd heb Li 
between the East and West. She, ty grt 
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could expect arrest if Russian dominatiy f Hulda 
. ) . 
came to the city. And, among the tho The ne 
sands of anti-Communist Social Dem Jopes. It 
crais in Berlin. there were many wh ie he 
would be part of any purge. . 
: 2 ee ing equip! 
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Israelis’ ‘Burma Road 
supplies Jerusalem 


JERUSALE 

ALESTINE NOW HAS its own counterpa 
of the Pacific war’s “Burma Road.” 
During the long siege of Jerusalen 
Israeli forces developed the idea of j 
substitute life line through the mountaiy 
to Tel Aviv. Now it is a reality. The sw 
ply road was built mostly at night a 
came as a complete surprise to the Arabs 










: ceived tw 
They have made innumerable attemptst Electric 
sever it, without success. 
, : tt page of one 
Here is the history of this spectacula, Se tome 
military and engineering feat: b 
= ag RR ee . _ feabout seve 
The main-road linking Tel Aviv a food s} 
u “ =) mil ood situat 
Jerusalem, a distance of about 50 mile In this s 
runs through Arab territory over much there is i 
the distance, There are Arab villages ( days after 
both sides of this highway. there still 
/ ine s ago, when t 
About nine months ago, silem by | 


U uited Nations General Assembly adopte! City. Sni 
the resolution to partition Palestine The = 
tween the Jews and Arabs, Jewish tra fought j a 
over the road became difficult. Convo! agin = 
had to fight their way through. The le 
were attacked and ambushed almo ear 
constantly. aa 

By April, Jewish task forces succeedel eo . 















in conquering all the Arab strong point During | 
on either side of the highway. Then the Jewis! 
May, after the termination of the Brith jerusalem, 





mandate, the Arab Legion, moving 4 
from Ramallah, occupied Latrun and i 
environs, at the halfway point on the !4 
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viv-Jerusalem highway, The Arabs still 
hold positions in that area. 

While Israeli forces were containing the 
"thos ab Legion in the Latrun sector, Jewish 
West wvilians began building their “Burma 
the jolfoad,” a short distance to the rear. Men 
» tried fend women, old and young, began cutting 
ible tail path through the mountains behind 







of thos 





‘nt Won trun, The main highway held by the 
’ divide ah Legion was by-passed by connecting 
She, toffsbu Ghosh with the Jewish settlement 


minatig 


of Hulda. 


he thon The new road passes over precipitous 
l Demi slopes. It is a winding highway, built by 
‘NY Wiuman hands and what little road-build- 
ing equipment was available. It covers a 
ie: Ktretch of about 15 miles. 
Fi 


To get to Jerusalem from Tel Aviv, I 
traveled by convoy at night over the road. 
it was a bumpy ride, and, by the time I 
oad hrived. I was covered with a layer of 

dust, The trip took close to five hours. 
nN The situation in Jerusalem has been 
dificult since the siege. Almost every 
building in the Holy City bears the scars 
of shelling. 

There was a critical shortage of water. 
The Arabs seized the pumping station at 
Latrun and cut off the water supply for 
Jerusalem. Water was rationed at one 
gallon per day per person, and that ration 
was allowed only four days a week. An 
exception was made for infants who re- 
ceived two gallons a day. 

Electric power was limited to an aver- 
age of one hour a day. Bread—the basic 
food here—was reduced to a ration of 
about seven ounces per person daily. The 
food situation is only slightly better today. 

In this sacred capital of three religions, 
there is little semblance of peace. Ten 
Mays after the official cease-fire order, 
there still was sporadic shelling of Jeru- 
salem by the Arab Legion from the Old 
City. Sniping was constant. 

The war goes on, even though it is 
fought in miniature as far as distances 
are concerned. This is most apparent in 
Jerusalem, The “front” is only a quarter 
of a mile from my hotel, Almost every 
building in the city is within artillery 
range, 

During the heavy fighting, members of 
the Jewish Sixth Brigade, mostly from 
Jerusalem, would go home on leave by 
and i walking ten minutes from the firing lines. 
the 7 Both home and firing lines are equally 

hazardous, In Jerusalem, even after the 
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so-called truce, there is practically no line 
of demarcation separating front and rear. 

An Israeli officer recently took a small 
group of us on a tour of the “front”—the 
area near the New Gate and the Damas- 
cus Gate, Almost at once we found our- 
selves in the range of snipers. Near the 
New Gate,-a few yards from our party, 
we saw a Jewish soldier get hit by an 
Arab sniper’s bullet. I helped carry him 
to a first-aid station. 

As the sniping got hotter, the conduct- 
ing officer ordered us to the “rear.” No- 
body objected. I. D. W. T. 


Britons learn about 
socialized medicine 


LONDON 
N BRITAIN, after two months of social- 
ized medicine: 
Three out of four persons have se- 
lected a public doctor. 
Nine out of ten doctors have 
agreed to accept public patients. 
Four out of ten dentists are re- 
sisting the new scheme. 

Difficult problems are being turned up 
in the operation of the new public-health 
service, One relates to a doctor’s right to 
refuse patients at will. Such a right, as 
well as an individual’s privilege of choos- 
ing his own doctor, was intended to per- 
mit freedom of choice on both sides. A 
popular doctor also was to be protected 
from being swamped with more patients 
than he could attend. 

Complaints are being made, however, 
of instances where doctors refuse well-to- 
do persons as public patients and, at the 
same time, invite their patronage as 
private patients, There are complaints, 
too, that children and old people have 
been turned away because they require 
too much attention. 

The Government says unfair discrimi- 
nation is confined to a very few doctors. 
The British Medical Association, which, 
for a long time, fought socialized medi- 
cine, now is warning enlisted doctors that 
no patient must be barred from public 
treatment because he is too rich, or be- 
cause he needs a lot of treatment. 

In general, doctors in the Government 
program are adjusting themselves to 


their new situation rather rapidly. An 
acute shortage of nurses and facilities 
continues. Recently the waiting list for 
hospital care in the London area alone 
numbered 33,000. 

In many instances physicians have had 
to adopt an assembly-line technique to 
deal with public patients. Building trou- 
bles have postponed the opening of badly 
needed clinics where group medicine 
can be practiced by teams of doctors. 

There has been a notable run on phy- 
sicians for medicines that will be given 
free on prescriptions, including quanti- 
ties of aspirin. In some cases, doctors re- 
fused to prescribe free talcum powder or 
headache salts. Thrifty individuals object 
to what they regard as wastefulness in 
the Government program. Occasionally, 
for instance, they write to newspapers 
saying that when they asked for minor 
repairs to their false teeth, dentists sug- 
gested ordering whole new plates—free. 

The well to do still are permitted to 
make private arrangements with special- 
ists at high fees. But hospitals are allowed 
to put only 15 per cent of their private 
beds at the disposal of specialists. 

The Government also is fixing a stand- 
ard scale of charges that surgeons can ask 
of their private patients, unless a special 
arrangement exists with the patient. This 
scale fixes the equivalent of $210 for a 
major operation or $21 for a consultation. 

Doctors are finding some strange re- 
sults among themselves. One surgeon 
relates that hitherto he and a colleague 
had an informal arrangement for treat- 
ment of each other. Now that each is 
paying social-security contributions, it’s 
different. They have filled in all the neces- 
sary forms, registered as patients with 
each other and each draws the official 
fee accordingly. 


Cc. H. K. 





























Whispers. 


Spy Hunt as Aid to Republicans... Low Priorit 
For Reviving West Germany . . . A U.S. Labor Party? 


Thomas Dewey, Republican presiden- 
tial nominee, is enthusiastic about the 
quality of political pay dirt uncov- 
ered in the congressional spy hunt. 
The search for Communists and fel- 
low travelers who rose in Government 
service in recent years is to be pushed 
harder than ever in months just ahead. 


xk 


President Truman is given divided 
advice on whether to appoint a big- 
name committee to sift evidence of 
Communist infiltration into the Gov- 
ernment. One group feels that this may 
be the way out of an embarrassing 
political situation, while another fears 
that it may backfire by dignifying the 
whole search for Communists. 


xk * 


Tom Clark, Attorney General, is going 
to be under increasing pressure to 
let Congress have FBI records of 
what it has found concerning some 
important past and present Govern- 
ment officials. Mr. Clark has resisted 
co-operation with Congress in getting 
to the bottom of the spy problem. 


xk kk 


Republicans are becoming interested 
in the fact that many New Dealers 
who had a vital part in shaping New 
Deal tax and spending policies, which 
Congress often balked at as too radi- 
cal, at least were acquainted with 
other officials who are under investi- 
gation as Communists or fellow trav- 
elers. The Republican view is that 
many of these plans seemed designed 
to wreck the capitalistic system. 


xx * 


Mr. Truman is somewhat disap- 
pointed by the political reaction to 
high costs of living. The voting public 
appears to be showing more interest 
in wartime spies than in the price of 
meat. 


xk 


Charles Sawyer, Commerce Secretary, 
is to lose his tussle with the Marshall 
Plan administrators over the amount 
of food exported. Mr. Sawyer favored 
lower exports on the theory that 
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larger surpluses would. mean lower 
prices for U.S. consumers. The catch 
1s, however, Congress insists that farm 
prices must be supported, and large 
exports are a sure way to get rid of 
surpluses so prices can be held high. 


x x *¥ 


Argument among top policy makers is 
growing over the question of future 
supports for farm prices. Officials rep- 
resenting industry and labor want 
prices to be permitted to fall much 
below existing support levels. Officials 
representing farmers are on the side of 
relatively high price supports. Farm- 
ers are expected to win. 


x kk 


Averell Harriman, in charge of the 
Marshall Plan operations abroad, is 
winning over Gen. Lucius Clay, U.S. 
commander in Germany, in his insist- 
ence that the Germans take last place 
when Marshali Plan billions are di- 
vided up. General Clay would like to 
place more emphasis upon quick re- 
building of Germany as a necessary 
first step in reviving European indus- 
try in general. 


xk k 


Paul Hoffman, Marshall Plan admin- 
istrator, is finding it difficult to give 
away or to loan money, owing to ar- 
guments among those who get aid 
over who should get what. Mr. Hoff- 
man, however, is credited with break- 
ing records in getting results in a short 
period of time. 


xk 


President Truman’s campaign strat- 
egy calls for a hard-driving campaign 
designed to get people to vote in rec- 
ord numbers, on the theory that a 
big vote gives the Democrats the edge. 
Mr. Dewey, however, is operating on 
the theory that a big vote will give 
the Republicans the edge this year, 
owing to what the Republican nomi- 
nee regards as a desire for change. 


xk 


Maurice Tobin, new Secretary of 
Labor, is to get the job of stimulating 
labor leaders to greater efforts on be- 


half of Mr. Truman’s election. 
unions are planning at this stage] 
put most of their money and eff 
into the congressional elections, hg 
ing to defeat a number of member 
Congress who voted for the Taf 
Hartley Act. 


kkk 


Henry Wallace is beginning to 
doubtful whether he can hold his thig 
party together after the election, D 
vision is growing between the Co 
munist wing and the non-Communi 
wing of the party. 


x & ¥ 


Walter Reuther, head of the Unit 
Auto Workers, is getting set to | 
preliminary ground work for a lak 
party in the U.S. after the 1948 
tions. A U.S. labor party wouldk 
divorced from the Communists. 


x * * 


Joseph Stalin, Russia’s dictator, lif 
top U.S. officials in the field of for 
eign-policy makin§, is keeping oneey 
glued to the coming elections int 
country. There are signs that the Ru 
sians want to stall things along unt 
1949 when they may deal with a di 
ferent set of U.S. representatives, 


xk kk 


George Marshall, U.S. Secretary 0 
State, is finding his time so thorough 
taken up in dealing with Russi 
problems that he has not been able 
do the streamlining of the Departmeé 
of State that he expected to do @ 
taking office. The inside story is tha 
Secretary Marshall is sometimes em 
barrassed by decisions and commit 
ments that Republican leaders sho 

have been told about, but that i 
knew nothing of himself. 


xk kek 


The Berlin “air lift” is taking so mam 
U.S. military transport planes thé 
the military transport service in 

parts of the world is handicappe 
Regular flights to the Pacific, for & 
ample, are down to one a week insted 
of the normal three. Military fight 
service in U.S. also is curtailed.) 
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